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awi oamlna up in tha 
tw(>- 3 raar-old Inqulrp , by lha 
■lEaata tollCmnnuilaa na Jin- 
AcilTiUaa In tba Labor 
or MaaaiMoant nald. Tba c<an 
mittao baa bran lalaaaaly rrlU- 
«al ct Mr. Uaffa'a odmlnlstra 
tk n af tha OjMb uodar hli 
Mntnil aa baaci of Iba Orntral 
*••••• t-'oofarMMa of Taamstara 
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Tbn uMon new baa a ebackar 
N ird pattam of agraamanti 
Homa tocals bargam alth thrir 
oua aMpioyara and ba*a apaelai 
funda of thalr own. Otbara bava 
• >-wlda or itata>«ida poola 
aad atIB atbaa uparata tbrouph 
fuada that oovtr many atatai 
Tbo moat axtanaiia pool . 
^raeaa wa penalon funda for 
total and long-dlalanM tnick 
•ra m twroty mat Mid- 
waatam, ■otitbam and Oouth 
waataaa atataa. Thia eombma 
waa foagad imdar Mr 
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(ora ha bacanw Inttraatlonal 
a year ago 
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ibraa raort-appolntad moolUn< 
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HOFFA ASKS Oil 
CT INSION F UNDS 

<Mw« Local* Alto to tontf! 
Raporta on Walfaro Plan* 
— Oonioa Control Bid 


Mr h. m. BAKIN 
Jkm R. H«ff« wanli li 
kaaar him UM locob af :1 m 
lataTNatlaMJ BroUMrlKMMl nf 
ipMid UMtr hu«dr>«U 
•< wfl M — af daUara In ^anaton 
and •Mfhr* rioK 
Tha p taaldwn of tha country i 
blgnat and moat-ln vaat i la tail 
H«aN haa ardarad all local i.nd 
taaaaatcr unita to Mfid 
bta Ml Maa rl al dau an the 
banadH funda that pratact Utair 
I dta.libf mrmban. 

■onia loaai iniinn ehlafa. m'.nd- 
fnl af Mr. Moffa a panebant for 
cantraliaad antbonty. art ftar- 
M Iba naav* rapoBaaota a firtt 
»m Mtatd Bract control of 
thafunda by tbo parant aMon | 
•caiaa^^ totaM rvantaal' 
MaMhianant af a national iiaol, 
bi'ilMt Mitrran it wall <rfar' 
n •M.tOO 000 

■•war. Mr. Beffa. laaclMd 
by tatepBana at bla WatUnirtcn 
•*«•• • **w aaya ago. irz.'ad 
Uwt bo bad aay Intantlon of 
aaabing eaatrai auatody. conl| >l 
•r niparauloa af tba fundb oi of 
fanunjnandlaf any ebaaga in 
colloctlva borgaiiiing 

atafOnda 


Ha laautad uu< in* rmri rca 
•oa ba waaM Um Mormalkm. 
fmm tbt k>i-al» iirr...tbat ha waji 
coaatonUy baing takad how 
much monay the taaoutera had 
In oB tbair banaflt funB and^ 
ba did not hnow tba aaawoi 
Ha laid quntlona on thlaj 
aaora hapt coming up la th« 
two-year-old Inquiry by tba 
Sonata Oaloct Oommlttoa on M- 
propar Actlritlaa In the Labor 
or Maangomant Plold. eom- 
mlttaa baa boon Intanaoly criti¬ 
cal of Mr. Hoffa a admlnlalra- 
tlon of tba funda under hit 
control aa bead of the Central 
Statoa Confarenca of TNmitaa 
Moat Exlanalea Pool 
Tba union now haa a chaekor 
board pat tarn of agrocmants. 
Soma locaJa oataain with their 
own tir pioTtra aad have apodal 
funda orthalr oam. Otbara have 
city-wlda or atata-wlda pooU 
and atill other opaiato through 
funda that eoear many atataa 
Tba moat axtonolTa pool am 
hraeoB tha peaalon fandi for 
local and long-dlatoace truck 
drlTtra la taranty-nint Mtd- 
wootara, Boutbara and South- 
waotara atataa. Thia combtaa 
tlca waa forgod undar Mr 
Hoffaa paraonal dlractlon be 
fona ba bacama Intamatlonal 
praaMont a year aga 
Ha la a champion of tba idea 
that oation-wlda trucking agree 
manta reproaant tha boat 
fuarantoa of aUblllty for the 
Induatiy and the union. How- 
avar. ha ban not ptataad tbla 
notion wHb full vigor bacauae 
bla conduct of the unlon’a li 
fain la aubjoct to laatrletion h| 
thiaa cMirt-appoIntad monttoia 
Ona of tbair functlona it to 
oafaguord tba domoeratle rlghti 
af .,lba unlon a locala and tbair 
rank-and-flla mambara. 

AD the poaalon and watfara 
funda coma from amployar eon 
trlbutlona. and the funda are 
jointly managed by Induatry 
and union truitoea Hewaver. 
taatlmony hafora tha Banal' 
commlttin haa Indleatod that 
Iba management repreeeittalivea 
often leave final dwiatnn in the 
banda of tbeir union collaagiiea 
na a raeona of avoiding "labor 
trouble 
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INTERNATIONAL BROTHERHOOD OF TEAMSTERS 


OF AMCRIC>K 


a> WASHINGTON 1. D.C. 

JAMit t. HO»»A • 


Unuary 12. 1959 


TO ALL LOCAL INIONS. lOINT COl'NCII S AND AREA CONFERENCES 


Dear Sir and Brother- 

The International Union is conducting a survey of all 
Health, Welfare and Pension plans covering our membership 
in all of our locals throughout the country 

In an effort to complete this survey, we would appreciate 
your forwarding the following 

1. Copy of your Trust Indenture as amended to date. 

2 Any booklet or other written material descriptive 
of the plan or fund, that is given or made avail¬ 
able to covered members 

3 Copy of the latest financial statement or accountant's 
report 

4. Copy of the latest leport filed with the State Insurance 
or Banking Depa'tmcnt 

5 Copy of the latest report filed with the U S Labor 
Or partsent 

compliance with this survev is of extreme importance to 
jour > «cers and General Executive Board, and we look forward to 
your early cooperation 

FraternalIv vours, 

.. 

lames R Hof fa 
. General President 

u 
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REllANtt MUTUAL LIFE INSURANCE COMPANY 

ofnii nois 

15 South North\M>st Hightu^y Mirk Kul^ Illinois 

J. C McKEON AGENCV 
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Mr. Jaaea Hoffa - Erer^iflant 
International Ea-otherhood of Teaaster:: 
25 Louisiana Are., N.W. 

WashiniTton, D.C. 


Dear Mr. Hoffa: 


I think I can offer you for your Union aeabers an extreaely 
attractlsry Insurance program on an interesting basis. 

In 1957 I instituted a Doctor Surgeon Program which pays 
for Doctor’s Tlslts at the home and Doctor's office as well 
as at the Hospital. This is coupled with a program of excell¬ 
ent surgical allowance for operations. There are no waiting 
periods for this plan. It can be packaged as desired with 
an excellent Hospital protection Plan and also an Income protection 
Plan. 


host any Intelligent person knows that 9 times out of 10 when 
one needs the serwices of his Doctor it is at the Doctor's 
office or at the home-ratlier than at the Hospital. Statistics 
show that S6% of all illness or injury treatment is rendered 
outside the Hospital. Tnis program has had a tremendous appeal- 
far more appeal in fact than the various non-profit Plans such 
as Blue Cross-Blue Shield, Medicare, etc., etc. It does a far 
better comprehensive Job in covering all Medical costs and it 
would have a unique appeal to your Union members. 


I am sure something extremely attractive to you could be worked 
out iHiediately. 


If you would like to know more about the details and arrangements 
Just give me a call or write me at the above Philadelphia 
mddress and we can arrange a prompt appointment. I really think 
you would be in a position to offer to your members something 
they hav* never had before at a nrlce almost unbelievably low. 


tsheA, 


\\\ M \ - i' V. 

.9 4» I . 1 ■ ' • 


Director Health Sr Accident 


Division 



fUC»*Bltri >1 H 


AlCLARO N BOYOCN 
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Or»ICt IIOaOUTH MICHIOAN AVrNUt. CHICAOO 4. ILLINOIS 


January 7, 19?9 


Mr. Jaaaa E. Hoffa, Praaidant 
latamational Brotharhood of Taaaatars 
Waahlngton, C. C« 

Daar Mr. Hoffat 

\a you knoa, bha a aanoa of hoapitaliaatlon inauranoa for paopla 6$ yaara 
of aga and onsr haa baan ona of our country'a aajor unaolrad haalth and 
aoolal naada. 

Baoauaa of your organliatiGD'a oonoam for tha walfara of our aanlor oltisana, 
I baliaTa you will ba intaraatad to know that our ooaiDany la now offering Ita 
6^Plwa hoapitaliaatlon inauranoa in Connaotiout, Naw Tork, flaw Jaraay, 
PannaylTanla, Dalawara, Maryland, Ohio, Diatrlot of Coluabia and California. 
Barollaant will ba liaitad to a thraa waak period. 

Baoauaa your a««bara or atata or local offioiala aay ba inouiring about thia 
inauranoa, I fait you would wiah to ba inforaad. To ba quite frank, wa find 
that aatabliahiag baliavability ia tha aoat difficult problHi wa face. 

Thia raTolationary type of oovaraga ia tha firat and only plan to ba offered 
on a aida aoala to paopla alruady 6$ yaara of aga or over. It haa baan in 
affaot in Iowa for aiora than a year and waa auooaaafully Introduoad in 
Illinoia, Wiaocnain and Indiana laat Saptaabv. uaapita underwriting by tha 
aointry'a nuabai* ona accident and haalth caanany and with tha comaandation of 
loading aiadi:al, church, buainaaa organiaationa, and tha praaa, aany paopla 
juat aon't baliawa itt 

ia infonaation for you and appropriate naaibara of your ataff, I an ancloaing 
a fact ahaat on thia 6$>Plua inauranoa, along with raprinta of aditoriala 
about it frea landing nawapapara of tha araaa in ahioh it already haa baan 
Introduoad, and a brief auggaatad itan for your own bulletin or publication. 

1 baliava you will agree that tha ability of a priwata buainaas to fill an 
unnat aooial need in a way that aarvaa tha aany ia ona of tha atrangtha of 
the Aaarioan aoonaaio ayataa and daaarTaa to ba nnoouragad. 65~Plu8 ia tha 




flrat poaltiv* aiMwar to eurroot logialotivo ottMipto to foroo goromont 
Into thlo fiold. If you oould oaanend thio typo of inouronoo plan or 
■ontion It in mj of your publiaaticno, I balloTo you would bo doing thow 

a raal aarrioa. 

Thank you ^•rj auoh for your ocnaidaration of thia affort to bring battar 
boapltal oara, graatar firianoial indapAdanea and dignity to our aanior 
oitiaana. 

Slncaraly /rura, ^ 


P.S. inoidantally, if wa oouli hava a diraotory or roatar of your atata and 
looal rapraaantativaaf it would ba aoat halpful to ua> Should thara ba any 
ooat involvad, wa will ba wora thn glad to pay it. 
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Editofiol Viawpoint 

Problems Of The Aged 

^Phe numlwr of poraoni In tho U 8. agod SS or ovor 
^ Incroaaoa about 2,000 a day. Wo aro living longer 
than did our ancoatora, and our deacondanta will liva 
longer atlll. The proportion of the elderl)' to the 
total population riaea ateedlly 

Medicine and Ita related flelda largely are reaponal 
Me fnr thia expanding longevity. For axampie. Amer 
lean medicine haa made tremendous atrldea In surgical 
treatment of elderly people. Patlenta aged 60 to 90 
and even beyond are undergoing aurgery as a routine 
matter today—aomething virtually unheard of a gen 
oration ego. And the mortality rate la low 

There have been a boat of other medical advancea 
that alao have played a pert In providing longer life 
for Ameiicena 

But the Increaeed number of the aged haa brought 
complex prohlema There la need for more akilled 
personnel and facllltlea for treating older people, an 
exienslon of effective methoda of financing their 
health care, an amplification of medical and aocio 
economic reaeerch regarding their problema, and co 
operation In aenlor citlaen community programa 

The American Medical Aaaoclatlon hen given top 
pnortty to the teak of creating better cara for the 
egad At a planning conference on problema for the 
aged and'aging called by the AMA leat month In 
Chicego. there waa every Indication that medicine 
wouM offer the leaderahlp ao badly nef^ded In thia 
area 

The proMem preaenta an urgent challenge to all 
membera of the profeaalon 


Insurance Plan 
For Aged Offered 

I I oapltal-surglcal Insurance for peo- 
I ■ pie 65 and older Is being offered 
on a large scale for the first time 

It la being sold In Wisconsin. Indl 
ana, Illinois and Iowa. 

The "65 Plus policy la aold on the 
group Insurance principle with all of 
the people 65 and older in one state 
making up the Informal group to 
which the policy la offered 

Trial Basis It first waa aold in Iowa 
a year ago and still Is considered on 
somewhat of a trial basis, said Dr 
Clem Martin, medical director for 
Continental Casualty Co., the insuror 
The policy now has been extended to 
the three new states for more ex 
perience 

"If we don't lose money we’ll be 
happy,” Dr. Martin said "We re try 
ing to do something to answer a press 
ing social need. Frankly, we need to 
sell a big number of policies to be 
successful ” 

Dr. Martin said that If this kind of 
commercial Insurance policy la not 
successful there may be government 
hospital-surgical insurance for the 
aged 

The company has written more than 
100,000 policies for older persons 
through Its contracts with such groups 
as the National Retired Teachers 
Assn and National Association of Re¬ 
tired Civil Employees. It has agreed 
to write insurance for the newly- 
formed American Association of Ro 
tired Persons 

Enrollmant Campsigni; Premiums 
are $6 a month in Iowa, $6 50 In Wis¬ 
consin, Indiana and Illinois. People 
enroll by mailing coupons from news¬ 
paper ads to the company's state 
agents Enrollment campaigns will be 
yearly and of a month's duration 

If the policies are successful In the 
trial states the company will offer "65 
Plus" on a national basis. Dr. Martin 
sold 


RXPRINTEO FROM "THE AMERICAN MEDICAL 
ASSOCIATION NEWS" • October 6, 1958 



Chicago Bun-Tlaes 
Sunday, Octobar 1956 


CONTINENTAL MAINTAINS REPUT/^TION 

Pioneers Special Risk Insurance 


Br Si^aty laiord 

N« ir*!! aar. a OiKafo 
trcti)«cl 4ilCf«tlcd to Ilia 
borruf ia«l a MiMian 
v . I ■ . aaica at had da 
Mined Ilia l««l Hw aaorl 
•pon coaanriH'n rf comiiac 
Iran 

A« chief driifiier. he naa re 
ifOciMhIe f«<c iha mniaaa and 
•I'la loe ihe weeahta fnndi 
•hieh nn«M he laqniied to rec 
Mly It 

he ilept fiiri* 

area ihai a«fhi. He naa m 

•IKfd Btv# ( i<filrrt<n|al ( 


nally Co. a|ain«i juu auch an tonic hair«i. Coniinenitl, of condition* ciitiinf t«fotc the 

eventuality. couite had the pilot intured. policy wa* iiacn out. 

Coaiinenlart Met aie lam- Other RMi* ( lied Coniinenial ba* alieadv toM 

packed nrith auch unimial ri*k« Coniinenial firata In '"'* ‘o r*'*'’"* 

rhn oMpany hat iu*lly caincd areciat tick Inaiirance field '"*'** '*■" *■** 

Ha rapatalion a* the home ol ,„ciud, , teneral ano ttandard '* '^kini for*aid to a biak 

off beat accident and health ,|„ bu*ine*« m old timer*. 

'••'•***‘* 'lif't maior medical policy. 

Ifoap* iwmeva 1 |h« company a Suhalandard 

To handia |uti ihi* tpecial Divition h ir( 0 |niicd in Ihe 
covcia|i, Continental maintain* induaiiy a* ihe lar|c*i, moat 
a full-liina alaff of 12^ pcr*on* aKrettivt unit of ila type. Now 
in Ihe compeny a homa office a miihimiHion dollar M|meiii 
on S. Mkhifan. of Iho company, ilt aificMiva 

Heie are aoma taamplet of net* u typified by iha accident 
ih' unutual coverait tha cowi and health rovetacc it hat wru- 
pany provrac*: ten on tha Hemophiliac Aitn 

, ^ A . "f • maior U S. city. Each of 

1 Wbe' dm United Nation*... . . 

’ . . , ... .jthe inaured could bleed to death 

diapalcbod teveral lho*t*andl . > ■ 

If It' ^ J> pi 'I ' ' ' n 

aoMier wat covered by a 121..! 

000 accident policy, • I*** ( . rvnul . nr 

lip with another mnovalion la 

2 A Coniinenial policy "»'< Dm tpccial iitk inturanca lina 
Iha daredevil who iciii the ^, 1 , 1 , policy lo ba aold 

Anaya new human propellant (ichiaively lo peraona over 63. 

—a rocket Ihll towteft can pjg medical eeaminaiiona are 
alrap to their backt and uta lo requited of the elder applicant 
hop taraamt. walh and dilchat policy immediately covera 

3 A a..t.o.olo|.*l aeekins In “yj'!"*’* I’T'!*** 

formaimn on tornad.**. hum »“'’« "« P" 

.ne. and Miuarda ahot up to '"““'T •»«" ^ 

10 000 feet in a halloon. then Aflei aia month., it will cover 

anchored h macif in a aiorm 
cloud and ohaerved llie 
claatMnia (onlinanlat inauicd 
him for that and aeaeral tub 
acqucni vo>ii|et 

4 I aal Maaon Continental In 
Mwad nuinciotia 8 nadway 

produceia tf.iin*i noo perfoim 
ance of caai member* diaahled 
by accident. The fnm con 
aianiiy coaeri leieviaion and 
movac poitonnci ahoiuina in 
.ungri ■ . arcta or peifoiminp 
naky acrobatic alum* 

5 la 1947, tha lir*l rocket 
[■.••r r ■ aiiciafi hii»ke the 
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PRivATF IN. Gf)yEAym:^T pays 


CK;L:.lLiO CAILT NhVS 
XTC«J> 17, 1?''^ 


Insurance for Over-65 Group 


THR LART wuion of Congrfu, 
• numhor of blUt wera Intraductd thit 
wouM hovo plungMl tho government •nto 
tl» Ineuronce bualneea. Tho Forond 
BUI, though It fetlad lo poM. eroueed 
tho moot Intereot berouio it e'ruck o 
oympothetic chord—the plight of thr 
people ovor CS oho oro unobie to get 
hoopltol ond medicol Ineurom*. 

Lew thon o third of this oge group 
hove thio coverage, although oomr 7 ] 
par i.-*nt of the totol population Itovo 
Inouronco of thlo kind 

It lo oofortuoolrlj true thot oiooj 

worbero iooo thoir hooltk loooroooo 

cevermgo ot reUreoaeot — Jiiot obeo 
odvoorlog oge oMboo H mare likely 
tbot they «NI oood H. Hooio group 

poRcloa lopw ot thot tloio. loo^log 
Ibo wholo fomlly oolooorod Othrro, 
llba the popolor Bhw Crooo «od Nloo 
HhloM. write oo orw poNrleo ler people 
ever U. bot rootlooe the rev 'rogo for 
thoao who wore looorod eorllcr. 

Few tnouronce enmponloa hove been 
willing to tockic the problem of tho 
elderly people, oo thot tho Idee of govern¬ 
ment toking over medicol protection oo 
on offohoot to Social Security had much 
ottrorlkm, 

jR 

A NEW APPROACH In thia riald. 
otlU In tho eaporlmentol atoge la being 
wotched wtth Intereot by Inouronco men 
ond othoro. Dilo lo tho Ccntlnentol 
Coouolty Compony 0 "65 Pluo'' policy. 

After ronalog o pilot pro|rom lo 
Iooo loot yoor, feotloentol hoo of- 
lorod Ito policy thlo yoor lo lllioolo. 
IRloroorfo ood lodtooo. Ito hooio Ideo 
—pad 0 rovolotloaory ooo lo thot to- 
dtvMoolo obo oboro ooty o googropbl- 
col orvo ood o olmltor ego coo ceei- 
prloo o “groop* for looorooce 
parpoor*. 

Heretofore, o "group" ueuolly meont 


found It difficult or Impooolblo to buy 
hoellh Inouronco. 

Continontol'o plon requlrro no medi¬ 
col exomlnotlon ond ooku no queotlono 
obnut tho oppllcont'o heoltb. Tho com¬ 
pony connot concel ony Individuol policy 
unleso It concelo the entire group. A 
"group" lo creeled by occepting oppll- 
cotloni only In o limited period of eoch 
yoor. Tho policy lo ovoiloble only to 
people over 65. 

THR CdMPAh'Y noturolly hopei to 
moke money on Ito plon ot the I6.50-0- 
month premium chorged. But It could 
Iooo heovlly If tho meoger ototlotlcol 
evidenoo on which It lo booed proveo 
to bo foulty. 

There to more ot otobe boro, 
howovor, tboo tho ooceooo or lollora 
of o ologlo ploo. Ultliootrly, the troll 
bclog hloTcd by Cootlocotol looy do- 
termloe whether privolo loltlotive coo 
meet tho cbolleogo poord by oo ever^ 
lorreoolog eooibor of “oeolor eltloeoe." 

If the Inouronco componleo do not 
provide o woy for elderly peroono to 
ollevlote their worrieo obout hoopltol 
ond medicol blllo, tho govemnmnt to 
euro to bo colled on to do tho job. 

Senalor Sotperi \ 

Moocullne domlnonco, 
we ore told, will return 
with whlokero, but the 
newly untrommeled huo- 
bond lo coutlonod 
ogoinot getting hlo beord cought In tho 
dlopoiol unit while doing hlo kitchen 
choree. 

It muot hove been on eerie experi¬ 
ence, tho one reported by o Konooo 
CItlon, looking up Into o tomodo ond 
teeing Ito eye looking bock down ot him. 



rmployeo of o oinglo orgonixotion. Tho 
individuol who belonged to no ouch 
group, end eopeciolly tho Individuol od- 
voncod in yooro or tn tmpolrod heolch. 


An expert on oging odvioeo tho oonlor 
citiwn to keep o oenio of humor, which 
10 rother difficult, conolderlng thot you 
heord oil todoyo loteot jokeo 45 yeoro 
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it aftex the age of 6 > Steiie com|Hnict max cut 
ilowii iMi the extent nf henchtx aftri thix aer 

How will old |H>g>k', leexiiiiKil to he rai it 
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INDIANA STATE COMMISSION 
ON THE AOINO AND AOEO 



UN»OM SUiiO>NS 

^uAout UMivfitsirr 

*^4VCTYt HO'4«t4 

October li., 1956 


Nr. J. N. Salth, President 
310 South Nichixen Avenue 
Continental Ceaualty ConpAny 
Chicago Ut lllinoia 

Dear Hr. Snitht 


1 aa writing you as chairman of the Indiana State Cornission 
on the Aging and A^ed,. 


One of the objectives of the Cosnission is to encourage the 
expansion and ixprovesent of health care facilities for the aging. 

In the Governor*a Conference on Aging held in April 1956, one 
resolution adopted specified that various areas should be investigated 
to ascertain what type of finance plan is More suitable for each of 
several areas including hospital care, phyaicisji care, convalescence, 
hceie care, etc. This in itself is an indication of the concern of 
the Couission for older people, s^ny of whoc find redical coats 
rising sharply at the very tixe in their lives when Incoeies usually 
decrease. 


We are pleased that a coepany with a good reputation such as 
yours has announced your hospital-surgical plan for senior citisena 
in Indianai Tour plan known aa 65-f*lua. We coratend your conpany for 
its willingness to pioneer in this field and hope that still other 
coaipaniea will sake available to people beyond 65 such coverage as 
vou propose to provide in your 65~Flus flan. The CcRnlsaion is 
obviously in no position to recomend an insurance plan by one 
coa.pany over the plan offered by any other company, but we are certainly 
privileged to congratulate your coaifany on naking a plan available 
which vAy appeal to many people beyond the age of 65. 


Yours truly, 


^ / <■ ' t 


Georre b. Davis 
Chairrran 


D:h 






PACT SHEET 


S3-PIU8 Hosplta.'.-Surgical Insurance Plan 
Continental Casualty Company 


What Is 65-Plus? 

A hospltal-surr.lcal Insurance plan created especially 
for persons 65 years of age and over. It la the first 
such plan ever offered to the general public and fills 
one of the largest urmiet needs In the field of health 
Insurance. Itie policy has been approved by the Insur¬ 
ance department of each of the states In which It Is 
being offered. 

Who Can Oet It? 

Any person Is eligible who Is now 63 or older and 
living In Connecticut, New York, New Jersey, Pennsyl¬ 
vania, Maryland, Delaware, Ohio, and The Dlstlct of 
Columbia-provided he or she applies during the enroll¬ 
ment period starting January 15 and lasting through 
February 2, 1959. There Is no upper age limit; more 
than 50 persons 100 years or over have enrolled In the 
four mld-weatem 8tate8--Iowa, Illinois, Wisconsin 
and Indiana--In which the plan has been introduced. 

No Medical Examination. 

No health qiuestlons are asked In the application and 
no medical examination Is required. 

Can Policy Be Cancelled or Modified? 

Once Issued, this policy may not be cancelled or 
modified by the company, except for non-payment of 
premium, unless all 63-PIU8 policies Issued In the 
state are cancelled or so modified. 

What Are Ita Benefits? 

The policy provides up to $10 per day for hospital 
room and board for a maximum of 3I days for each 
confinement; up to $100 allowance for miscellaneous 
hospital expenses and a surgical allowance from $3 
up to $200, as set forth In a schedule In the policy. 
For example, up to $3 for removal of a toenail; up 
to $100 for an appendectomy; up to $200 for removal of 
a lung. There are no limits to the number of hospital 
confinements In any one year or other period of time. 
However, benefits for successive confinements for the 
same condition are limited to the maximum payable for 
any one confinement unless they are six months or more 
apart. If six months have passed, full benefits are 
again available. 




Pact Sheet (cont'd) 


What Expenses Are Not Covered? 

It will not pay for hospital and surgical expenses 
covez'ed by Workmen's Compensation or Occupational Dis¬ 
ease Law or those resulting from war. Also not covered 
are expenses Incurred in any Veterans' Administration 
or any federal, state or local government hospitals 
where the majority of the patients are mental or 
tubercular cases. 

How May 63 -Plus Be Purchased? 

Application Is made through coupons In advertisements 
appearing In major newspapers. The ads will appear In 
successive Sunday editions as well as some dally 
editions, beginning January 15, 1959. 

When Docs The Protection Start? 

All policies will be effective on the closing date 
for enrollments. This gives a policyholder Immediate 
protection for any Illness or condition for which he 
has not received treatoent or been advised to receive 
treatment. Disabilities beginning six months after the 
effective date of the policy are covered even If the 
condition causing the disability originated prior to 
the effective date of the policy. 

How Much Does It Cost? 

65 -Plus costs only 96 .50 per month. This compares 
favorably with comparable coverage for younger age 
groups. Such a low premium Is made possible by low 
processing and handling costs and by volume enrollment. 

Can 'Ihe Premium Be Increased? 

Although Continental does reserve the right to Increase 
the premium. In no case may It do so for any Individual 
policy. Ary Increase would have to apply to every 
65 -Plus policy issued In the state. 


About Continental Casualty Company 

One of the world's largest casualty companies. 
Continental Casualty Company has become known as 
"America's Number 1 Accident and Health Company". This 
Is due to Its aggressiveness In writing new types of 
coverage to fill unmet Insurance needs. Among the 
types of coverage. Continental has pioneered are: 





Fact Sheet (cont'd) 


aviation, polio, sports, college student health plans, 
excess and surplus lines, errors and omissions, sub¬ 
standard, and pT*ofesslonal association groups. 

Among recent groups for which It has underwritten 
accident and health coverage are: United Nations truce 
teams, construction workers on atomic submarines and 
Distant Early Warning Radar lines, automobile racing 
drivers, and test pilots. 


Organized In l897> the company Is part of the 
Contlnental--Natlonal Group, which also Includes: 
Continental Assurance Co., National Fire Insurance 
Company of Hartford, Transportation Insurance Company 
and the Transcontinental Insurance Company. Itiese 
companies comprise the nation's third largest Insurance 
group. 

Main offices of Continental Casualty Co. are at 310 S. 
Michigan Avenue, Chicago 4, Illinois. 

Continental offices are as follows: 

New York: 76 William Street 

New York 5 


1408 Elllcott Square Bldg, 
Buffalo 3 

1006-18 University Bldg. 
120 E. Washington Avenue 
Syracuse 2 

Connecticut: 1000 Asylum Avenue 

Hartford 15 

Pennsylvania: 6 Penn Center Plaza 
Philadelphia 3 


312 Stan^;lx Street 
Pittsburgh 22 

Maryland: 8 South Street 

Baltimore 2 


Ohio: 607-610 Owynne Blvd. 

Cincinnati, Ohio 

3121 Euclid Avenue 
Room 311 

Cleveland 15 , Ohio 

40 S. Third Street 
Columbus 15 , Ohio 



SUOOESTED COPY POP OF3ANIZATION NE/SLETTERS 


There's good news for people 65 years and over In an 
announcement by one of the nation's largest Insurance companies 
(Continental Casualty Company of Chicago). It la making a new 
form of hospital-surgical Insurance available to senior citizens 
without any re<iulrementa for medical examination or restrictions 
as to maximum age. 

Even conditions for which treatment has been given or 
recommended are covered six months after the effective date of 
the policy. 

This pioneering Insurance, called 65 -Plua, will be offered 
for the first tlie In the following states; Connecticut, New 
York, New Jersey, Pennsylvania, Delaware, Maryland, Ohio, and 
Washington, D. C. The enrollment period will be from January 15 
to February 2, 1959. Anyone In these states who Is 65 or over 
may sign up dur.ng the enrollment period by sending In coupons 
from newspaper idvertlaements. 

“nils revolutionary type of coverage Is the first and only 
plan to be offered on a wide scale to people already 65 years of 
age or over. t5-Plua was first offered In Iowa, Illinois, 
Wisconsin, Ind:ana, and California. In each of these states It 
has met with favorable reception by seniors and groups concerned 
with their health problems. 
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May 5, 1958 


TDt 0 aeral ExaeatlTa Board and Offlcera 

Intamational Brotharhood of TciaMters, 

Chanffimra, Warahouaenan and Halpera of laarica 

KEi Walfara and Pooaion Prograaa 


In onr opinion, tha Oanaral BxeeutlTa Board and tha Offlcera of the International 
Vnicn ahoald hare arailabla all the facta concerning welfare and penalon funda for 
which local uniona and groupa of local unlona, auch aa atate or regional conferencea, 
art reaponalbla. On tha baaia of knowledge of the facta, obtained through a nation¬ 
al aoTTey condneted by the International Onion, the General ExecutlTe Board and the 
Offlcera woald ba abla to wake aure that all welfare and penalon funda are in 
connllance with atate and/or fadaral leglalatlon and auch union atandarda as they 
■ay wlah to preaerlba. Juat aa Inportant, theae facta would enable the General 
ExtcatlTe Board and the Offlcera to fomulate atandarda with reapect to aethoda and 
eoata of adalnlatratlon and benefit prograna proTlded for menbera. 

The International Onion, In carrying through thla Job, could glre an effectlre 
denonatratlon of self-policing that would at the sane tine result in greater protec¬ 
tion for all neahera. Standarda dereloped by the General Executlre Board and the 
Offleera oould ahow the way for local unions and other bodies of the International 
Onion to ollnlnate excessiTo coaalssions and other legal but high inaurance company 
charges idilch affect tha package of benefits that can be proTlded with a glren 
amount of aoney contributed by anployera. 

Seme funda nay ba paying excessiTe Insurance company charges because of lack of 
knowladga. Others nay be paying axcesalTe charges because of the snail size of the 
greup iMured. On the basis of conplete data which car be collected only by the 
International Onion, It will be possible to eraluate the costs of each progran and 
to fornnlate standards which would result In InproTed benefits for nany nenbers, with 
no Increase In employer contributions. With the assistance of the International, it 
la possible for small funda to pool their resources and experience on e national or 
regional baaia and thereby reduce the costs of their current benefit programs or 
broadac tha acopa of baneflta within the same coat structure. This may be done either 
through Insurance companlaa or on a aelf-insured basis, idiere conditions warrant. 

Administration ia another area In which the International Union can give direction. 
Onnaceaaary and axeaaslTe admlnlstratlTe costs cannot be detected by any broad rule 
of thamb. Bach welfare or pension fund and its costs of administration must bo 
aiialyaad in the context of Ita specific operations. For example. In a very large 
ftind, admlnlstratlTe expenses of three percent might turn out, as a result of careful 
analywLa, to be exeesslre, whlla ten percent might not be excessive for a small fund. 
Only tha International Union can collect all the data required for a maanlngful 
analyala of thla Ij^rtant factor in the operation of welfare and pension funds. 
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Tha profCPEB which la rMCouanlad to tha Qenaral RxecutlTe Board contemplatea flrat 
the coaplation of an InTantory of all welfare and pension prograaa. Thia InTentory 
would not be liaited to thoae funda which are Jointly aialniatered by the Union and 
■anageaent, but would alao include those situations in which eaployers prorlde 
benefits without accounting to local unions. 

ITiis invsntory would be compiled through use of a questionnaire siailar to the one 
attached to this aeworanduB to be sent by the International Union to each local union. 

A aaapla questionnaire that has been properly completed should be sent along together 
with a letter containing auch instructions as the General ExecutiTe Board and the 
Officers beliere would encourage clear and prompt replies. 

After the inrentory has been compiled, the General ExecutiTe Board and the Officers 
could determine which particular problems should be analysed and in what order of 
priority. The inrentiDry questionnaire would be followed by a report form similar to 
the one attached to thia memorandum. Thia report fora would be sent to each welfare 
and panaion fund dlacloaed by the questionnaire as well as to employers who unilateral* 
ly proTide welfare and/or pension benefits. A completed sample report form should be 
sent along together with a letter containing such Instructions as the Executlre Board 
and the Officers belleTe would expedite the return of the reports by funds and 
amployers. 

When tha reports are racaired by the International Union, they will be eraluated by 
specialists in the pension and welfare fund fiald on the basis of the priorities 
set by the General Executire Board and the Officers, following the compilation of 
the inrentory of welfare and pension programs. 

On th« basis of this second phase of the surrey, the General Executire Board and 
the Officers would be able to forraulata and establish practical standards for each 
category of fund and program oorering all its members. Once the inrentory is complete, 
it can ba kapt wp>to.date so that the General Executire Board and the Officers will 
know the current status of funds end programs. The report form can be filed with the 
International Onion on an annual or biennial basis. This wnnld make possible a 
systematic rsriew by the General Executire Board and Officers to nake sure at all 
timas that the mmabers are raceirlng the most from each dollar of employer contribu* 
tiona. 
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NAHOLO rAOOaN ASaOCIATCB 


□rrSHMATIOMAL BROTMiRHOOD OP TiJMTlSa 
CHAUPPHUiB, UARiiHOUSEKiai AMD Hd^PIRS OP AMERICA 
25 Louisiana Avanuo, MW 
Waahinffton 1, D.C. 

Walfaro and Panalon Raport 


1. 




Tear Drift. Eatab. 


Addraaa 

2. Maabara of Board of Individnal Tmataaa, Pension Board, Cosaittaa or othar alnilar bodjt 

Naao Addraaa 

a) Daaignated by aaplo 7 ar(a)i 


b) Oaalcnatod by labor orcaniBation(a) or anployaaai 


o) Othar aaabarai 


3. Offloar af PWnd to irttoa ooaaaunloationa ahoald be dirootodi 


TTITT 


k. Partielpatinc labor organisationa 

Nana Addraaa 


5* Mttabor of partieipating aiployara as of July 1, 1958 
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6. IpproxljMte nwbar of oaployoea eorared aa of Jnly 1, 1958_ 

7. Baaafitai 

a) Chaek type or typaa of banaf ita proridod by Pnndi 

Daath _ Madlcal 

Oiaability Unaaployaant 

Hoapitaliaation __ Vacation 

Sargleal Panaion or ratiraaant 

Other (Spacify) 

b) laaaranca Coiapanlaa, if any, and typaa of banefita inelndad in policiaai 

Mana of Coapany Type of Banafit 

a) Inaaranca brokar or agent) conaaltant and/or actaaryi 

■aiae Addraaa 

d) Bank or Traat Coapany, if any, appointad aa traataa or agents 

Bane Addraaa 

8. Chaek doeanaata and othar papara, eopiaa of ahieh ara aabaitted herevithi 

a) Flan aa anendad to data 

b) Traat Indantara aa aaandad to data 

e) Any aaparata Tk^at Indantar* or othar inatrnnent appointing bank or 
treat coRpany to act aa traataa or agent 

d) CollactiTa bargaining agraeRant(a), or tha proviaion or proTiaiona 
tharaof, ralating to tha Plan or Pond 

a) Any booklat or othar written natarial deaeriptiva of the Plan or 
Fond that ia giran or nade aTailahla to participating anployaas 

f) Lataat finaaaial atatanant or aceoantant'a report 

g) Lataat raport filed with State Inaaranca or Banking Departnant 

b) Lataat raport filed with 0. S. Labor Departnant 


Signatnra 

Titla 
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HAHOtO FAOOCN AftftOCIATCft ,,, anOAOWA 

NCW VOKK J. N. V 
ORAMfRCY T-910* 


Hr. Daw Back, Prasldint 
Intarnatlonil Brotharnooo of Taamatara 
Holai Konta Carlo 
Hiaal Beacn, FioriJa 

Daar Hr. Backi 

I tnlnk you will oa intarastad ir the ' 
a uni qua point of view an w««ifare and p !' 

itfhila tnaaa fonda ara In tnolr lay to day operations a mass of technical 
dataiia and procadaras, nlslorlcally thay repreaent one oi' Labor's Itnpor* 
tant contrlbutiona to tna avar expanding standard of living of the An^rican 
wa.a aarnar. Tna aeoairratini^ ^routn o.' welfare and pension finus calls upon 
Orianlxad Labor to onca again weave into tna Aioerican econunic faorlc another 
naw and iaportant tnraad in ita typically raaponsible faahion. 

Hay wa point out that oura iu the only I'irn of actuarial consultants in the 
Jnited Stataa wnich ilaita ita pro.aaaionai activities to funds estsblishsd 
by ur.ions throuf^n collsctivs oargainin^;. ks are not insurance brokers or 
ineaatiaant cou.aaiors. 

Hora than sisvsn ysara hsva pnassd since our organization did the actuarial 
valuation for tha first national nulti-et. loyar seif-insured psnslon fund. 

In thsss sisvsn ysara ws have had ample and recurring evidence that the In- 
taraata of union wsifara ano pension funis ara not necessarily sj-nonymous 
with tha ir.tsrsats of other fbnds. wo have never previously nor do wo in¬ 
tend to nsks our profasalorksl resources available to funis of organizations 
not in the nslnatraan of Organized Lauor. 

Hrs. Haria Duxa, tha director of our research and public information dopart- 
mant, will bo in Hiami Beach next waek at tna brazil Hotel. Sno will be happy 
to plaoa at your disposal tha reaourcss of our organization. Hieare do not 
haaltata to call upon her. 

iinceraly yours, 

Harold Fa 4^ 

HF/ta 

ones. I oarricas Frovusd to Health, oeifare anu Pension Funds 
daif-Insursnca Comas of Age 
Irsnsfor of Credits BatM*an Pension Funds 

Filing riagistrstian Statements Under tna 1. eelfare Fund Act of i93b 
dasKiy News Digest, January il, 1937 
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3wiary of Facilities and Services 
for 

Ijaoor-HariBKement Health and iJelfare Funds 


4e have on our premises, under the direction of our own 
personnel, a full complement of I.B.M. punch card equipment, 
electronic sorters, tabulators, calculators, etc. 

Our actuarial department consists of actuaries, aaaiatant 
actuaries, mathematiciana and actuarial clerks. The per> 
sonnel who work on actuarial probleme have had many years of 
experience in the health and welfare field. Our actuarial 
department ia always under the full-time supervision of one 
or more Fellows of the Society of Actuaries. 

Our organisation has trained specialists in various fields 
covering the establishment and operation of health and welfare 
funds. These include record-keeping systems, claim processing, 
economies, law, accounting, etc. Iffhile we do not practice 
either law or accounting, we are able to render assistance to 
the accountants and counsel retained by the health and welfare 
fund. 

tie are not brokers and do not represent or accept fees from 
any insurance coiqpany, hospital or medical service organization, 
bank or trust company. »fe work only on a fee-for-service basis 
for boarcs of trustees of health and welfare funds. 

Our experience in the health and welfare field is very exten¬ 
sive and goes back to the establishment of some of the earliest 
joint labor-management funds in the United States, itie have set 
up many successful self-insured funds, including the first self- 
insured health and welfare fund operating on a national scale. 
The scope of our experience in this field is Illustrated by 
the appended partial list of health and welfare funds which we 
serve as consultants. 

Irfe prepare an I.B.M. punch card for each active member of the 
fund. These cards contain basic data for each member and his 
dependants, such as birth dates, numoer of ciildren, etc. Me 
also prepare an I.B.M. punch card for each terminated member 
for as long as the records are available. These cards then 
become the basis for developing projections of current and 
future coats of specific benefits for members and dependents. 
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We develop, on the basie of these ectuariel projections, alter¬ 
native health and welfare plans for the consideration of the 
trueteea. Theea plane are geared to the financial resources 
of the fund, to the dtrveloping patterns of future costs and to 
accumulation of proper reserves. 

Insured i^ter the trustees have adopted a plan that meets the needs of 

PlanI the members and the conditions of the industry, we draw up 

specifications that are submitted to insurance carriers for 
competitive bidding. Bids from the insurance companies are 
then evaluated so that the trustees can obtain the most in the 
way of benefits for the minimum in net costs. 

Self-Insured When the fund has adequate resources and we determine that the 
Plant members can benefit from self-insurance, we set up all the de¬ 
tails of a self-insured program and develop the necessary 
mechanics of claim control and processing. We furnish the fund 
at the end of each benefit year with an actuarial balance sheet, 
detailing contingent assets and liabilities and allocating re¬ 
serves for incurred claims, contingencies, etc. 

Consulting After a health and welfare plan has been launched, many compli- 

Servicat cated problems have to be solved in administration, claim 

processing, and maintaining a check on the actuarial makeup of 
tha membership, an a continuing basis, we render the following 
sar^ icest 

1. Install a complete system of record-keeping. Including all 
forma required for every phase of the fund's operations. 

In this connection, we instruct and train the personnel of 
the fund office in the maintenance of all necessary records, 
claim processing, etc. 

2. A senior member of our organisation attends meetings of 
the trustees and reports on all developments in the fund's 
operations that are within the scope of our work. 

3. For insured funds, we analyze the annual reports submitted 
by insurance earners and check on their retention and re¬ 
serve figures. The contract with the insurance carrier is 
re-negotiated each yi ar so that the fund's net costs are 
kept in line with conp^etitive trends in the field. 

It. For self-insured funds, we prepare detailed claim and cost 
analyses to ascertain whether net costs are being kept in 
line with actuarial projections and to establish the basis 
for XRVroving benefits within a sound financial framework. 
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S. For both Insured and self-insured funds, we carry on con¬ 
tinuous actuarial studies to check on the composition of 
the menbersid.D, shifts In marital and dependency status, 
etc. These studies provide the trustees with guides to 
future costs so that benefits can be regularly Improved 
on the basis of sustained Income. The trustees can thus 
prevent the fund from over-extension which In turn can 
lead to cuts In benefits or an urgent immediate need for 
higher contributions. 

Fees: Our fees for services are calculated on the amount of work 

we will have to perform In a given case. As the result of 
working with many funds, we have developed rates which take 
Into account the fact that our services are of a continuing 
nature. Vie do not make a large charge for Initial coats but 
amortise these costs over a long period of time. Our fees 
do not Increase the administrative coats of a health and 
welfare fund. If It has an existing contract, we re-negotlate 
the Insurance company's retention down to the lowest competi¬ 
tive level. For a new fund, we perform this service In obtain¬ 
ing Its first Insurance contract. With a fund for which we 
recoamiend self-insurance, substantial savings are realized 
from the elimination of insurance company retention coats. 

In every case, funds which retain our organization achieve 
large savings in record-keeping, administration and lower net 
coats of benefit programs. The annual fee for our comprehen¬ 
sive services Is all Inclusive and we never make extra charges 
for any expenses of any kind. 
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Partial Llat of Welfare Funds for Which We Provide 
Actuarlel and Consulting Services 


Slckneas and Accident Fund, Local 1 - covering members of the Amalgamated 
Lithographers of America, AFL-CIO. 

Brlcklqrers Welfare Fund - covering members of the Bricklayers, Masons and 
Plasterers International Union, AFL-CIO. 

Marble Industry Trust Fund - covering members of the Bricklayers, Masons and 
Plaaterers International Unlcn, AFL-CIO; International Association of 
Marble, Slate and Stone Polishers, Rubbers and Sawyers, Tile and Marble 
Setters' Helpers and Terrazzo Workers' Helpers, AFL-CIO; and International 
Association of Marble and Stone Polishers, Rubbers and Sawyers, Tile, 

Marble, Slate, Stone, Mosaic and Terrazzo Helpers, AFL-CIO. 

Mosaic end Terrazzo Welfare Fund - covering members of the Bricklayers, Masons 
and Plaaterers International Union, AFL-CIO; and International Association 
of Marble, Slate and Stone Polishers, Rubbers and Sawyers, Tile and Marble 
Setters' Helpers and Terrazzo Workers' Helpers, AFL-CIO. 

Maaon Tenders District Council Welfare Fund - covering members of the Inter¬ 
national Hod Carriers and Common Laborers' Union of America, AFL-CIO. 

Brewery Workers Welfare Pbnd - covering members of the International Brother¬ 
hood of Teamsters, Chauffeurs, Warehousemen and Helpers of America, AFL-CIO. 

Social Security Department UAW Local 259 - covering members of the International 
Union, United Automobile, Aircraft, Agricultural Implement Workers of 
America, AFL-CIO. 

Local 365 UAW, AFL-CIO Welfare Fund - covering members of the International 
Union, United Automobile, Aircraft, Agricultural Implement Workers of 
America, AFL-CIO. 

Inaurance Fund Sheet Metal Workers International Association Local Union No. 137 
- covering members of the Sheet Metal Workers International Association, 
AFL-CIO. 

Joint Welfare Fund International Union of Operating Eiigineers Local Unions IL, 
lltB, 15, 15 a, 15c - covering members of the International Union of 
Operating Engineers, AFL-CIO. 
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Bfiglneara Joint Welfare Fund Local Unions 17, 106, UlO, 5U5, 832 - covering 
■eabers of the International Union of Operating Engineers, AFL-CIO. 

United Furniture Workers Insurance Fund - covering members of the United Furni¬ 
ture Workers of America, AFL-CIO. 

Local 76-B Security Fund - covering Members of the United Furniture Workers of 
America, AFL-CIO. 

Local 76 Security Fund - covering members of the United Furniture Workers of 
America, AFL-CIO. 

Dining Room ftiployees Union Local 1, Welfare Fund - covering members of the 
Hotel and Reataurant Ekiployees and Bartenders International Union, 

AFL-CIO. 

Local 1199 Di*ug Store Welfare Plan - covering members of the Retail, Wholesale 
and Department Store Union, AFL-CIO. 

United Optical Workers Insunmce Fund - covering members of the International 
Union of Electrical, Radio and Machine Workers, AFL-CIO. 

Tile iMyera Union Local #52, N.T. Health and Welfare Fund - covering members 
of the Brickl^ers, Masons and Plasterers International Union, AFL-CIO. 

Tile L^era Helpers Union Local #68, N.T. Welfare Fund - covering members of 
tha International Association of Marble, Slate and Stone Polishers, 

Rubbers and Sawyers, Tile and Marble Setters' Helpers and Terrazzo Workers' 
Helpara, AFL-CIO. 

Local lii7 Construction Workers Welfare Fund - covering mentiers of the Inter¬ 
national Hod Carriers and Coanon Laborers' Union of America, AFL-CIO. 

Pariahabla Food Industry Welfare Fund - covering members of the Office Employees 
International Union, AFL-CIO. 

Unitad Wira, Metal and Machine Health and Welfare Fund - covering members of 
the International Brotherhood of Electrical Workers, AFL-CIOi and the 
International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Halpara of America, AFI.-CI0. 

Butchers Union Local No. 563 Health and Welfare Fund - covering members of 

tha Amalgamated Meat Cutters and Butcher Workmen of North America, AFL-CIO. 
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Sumnsry of Facilities and Services 
for 

Lat^-hanai^enent Pension Funds 


Wa hava on our own premises, under the full-time control of 
our own personnel, a complete installation of I.B.M. punch 
card equipment, electronic sorters, tabulators, calculators, 
etc. 

Our actuariel depai'tment consiste of actuaries, assistant 
actuaries, mathematicians, and actuarial clerks. Everyone 
who works on an actuarial problem has had many years of 
experience in the field. The actuariel department is always 
under the full-time supervision of one or more Fellows of the 
Society of Actuaries. 

In addition to our actuarial department, we have persona 
with traininc in various fields related to the setting up 
and operation of a pension fund. These include law, 
accounting, economics, etc. While we do not practice either 
law or accounting, we are able to render effective assistance 
to the accountants and counsel who are retained by the pension 
fund. We have personnel who specialize in practice before the 
0. S. Treasury Department so that we are familier with the 
many problema which may be encountered. 

We are not brokers and do not represent or accept fees from 
any insurance coNg)any, bank, trust company, or any other 
organization, except the boards of trustees responsible for 
the pension funds. 

Our experience in actuarial studies and formulation of pension 
plana for labor-management pension funds extends back to the 
formulation of the first such plan in the U. S. An idea of 
the scope of our experience in this field can be obtained from 
the partial list of pension funds attached hereto. 

In making an actuarial survey and developing a pension plan, 
we render the following servicesi 

1. Wa prepare an I.B.M. punch card for each member of the 
pension fund. These cards contain all data for each 
member such ae date of birth, date of entry into the 
union, date of current employment, etc. These cards 
are then used for a detailed actuarial analysis of the 
'V* ibership. 
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2. We prepare an I.E.M. pxinch card for each terminated member 
for aa long a period as the records are available. These 
cards then become the basis of an analysis of the rate of 
termination of membership which can reasonably be expected 
in the futvire. 

3. Daing those acturrial factors and conservative assumptions 
with regard to interest earnings, mortality, etc., we pre¬ 
pare alternative pension plans for the consideration of the 
trustees. 

U. After the terms of a pension plan geared to the needs of 
the members and conditions in the industry have been ap¬ 
proved by the trustees, we prepare the necessary papers 
for submission to the D.S. Treasury Department to insure 
tax exeif)t status for the pension fund and for contribu¬ 
tions made to the fund by employers. 

We prepare all m-cissary booklets and other material for 
distribution to contributing employers and covered members 
of the fund. 

There are many more complicated problems encountered in the 
operation of a pension plan than in its original formulation. 

In addition, it ia necessary to make annual studies of the 
pension plan in order to have an effective test of the original 
assumptions and to determine the Impact of developing new 
trends. In this connection, we render the following services: 

1. Install a complete system of record keeping including all 
special forms recpiired or desirable in the operation of 
the pension fund. We instruct and train the personnel 

of the fund office in the proper maintenance of all 
necessary i»u.d rjco’ds. 

2. Attend all meetings of the trustees with a senior member 
of our organisation reporting and advising on those 
matters within tha scope of our services. 

3. Analyse all pension cppllcations and certify the adequacy 
of supporting do<".inents, '•ccuracy of calculations, etc. 

Ii. Prepare annual actuarial valuations of the pension plan, 
including everything uccossary to retain the continued 
qualification of tiio plcji and trust as tax exempt. 

Perform all othc ’ . ctu* rial and/'or consulting services 
which may prove ;:it’.er necessrory or desirable in the 
efficient rnd sco.nonlcal eporation of the pension fund. 
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Pass I Our fees for servlcea are calculated on the basis of the 

anount of time wfiich we estimate will be required in any 
given case. As a result of working with many pension funds, 
we have developed rates which take into account the fact 
that our service!) are generally of a continuing nature, rfe 
do not make a large charge for starting coats but rather 
amortise these costs over a long period of time. Our annual 
fee ia all-inclusive and we never make any extra charges for 
expanses of any kind. 
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Partial List of Pension Funds for which We Provide 
Actuariel and Consulting Services 


Pension Fund, Local 1 - covering members of the Amalgamated Llthographera of 
America, AFL-CIO. 

Bricklayers Pension Fund - covering members of the Bricklayers, Masons and 
Plasterers International Union, AFL-CIO. 

Marble Industry Pension Trust Fund - covering Jienibers of the Bricklayers, Masons 
and Plasterers International Union, AFL-CIO; International Association of 
Marble, Slate and Stone Polishers, Rubbers and Sawyers, Tile and Marble 
Setters' Helpers end Terraszo Workers' Helpers, AFL-CIO; and International 
Association of Marble and Stone Polishers, Rubbers and Sawyers, Tile, 

Marble, Slate, Stons, Mosaic and Terrazzo Helpers, AFL-CIO. 

Moaaic and Terrazzo Pension Fund - covering members of the Bricklayers, Masons 
and Plasterers International Union, AFL-CIO; and International Associa¬ 
tion of Marble, Slate and Stone Polishers, Rubbers and Sawyers, Tile and 
Marble Setters' Hslpers and Terrazzo Workers' Helpers, AFL-CIO. 

Mason Tenders District Council Pension Fund - covering members of the Interna¬ 
tional Hod Carriers and Common Laborers' Union of America, AFL-CIO. 

Brewery Workers Pension Fund - covering nembers of the International Brotherhood 
of Teameters, Chauffeurs, Warehousemen and Helpers of America, AFL-CIO. 

■ew York State Teamsters Conference Pension and Retirement Fund - covering 
members of tho International Brotherhood of Teamsters, Chauffeurs, 
Warohouasmen and Helpers of America, AFL-CIO. 

Local 259 UAW Pension Fuz.d - covering members of the International Union, United 
Automobile, Aircraft, Agricultural Inplement Workers of America, AFL-CIO. 

Local 365 UAW Pension Fund - covering members of the International Union, United 
Automobile, Aircraft, Agricxiltural Ii^>Iement Workers of America, AFL-CIO. 

Mergunthaler Linotype Company, and Local 770 UAW Pension Plan - covering 
nsKbers of the Intematicnal Union, United Automobile, Aircraft, 
Agricultural Ii^>lemrnt Workers of America, AFL-CIO. 

Intertype Corporation and Local 671 UAW Pension Plan - covering members of the 
International Union, United Automobile, Aircraft, Agricultural Implement 
Workers of America, AFL-CIO. 

Sheet Metal Workers Local 137 Retirement Fund - covering members of the Sheet 
Metal Workers International Association, AFL-CIO. 

Hooaewreckers' Union Local #95 Pension Fund - covering members of the Inter¬ 
national Hod C^rriera and Comnon Laborers' Union of America, AFL-CIO. 
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Joint Pension Fund International Onion of Operating Enginaars Local Uniona 
lu, liiB, 15 • I5A, 15C - covering manbars of the Intamstional Union of 
Operating Enginaars, AFL-'^IO. 

Haw Toik City District Council Carpantars Pension Fund - covering manbars 

of the United Brotherhood of Carpantars snd Joiners of Aaarica, AFL-CIO. 

United Ptimitura doricars Pension Fund - covering nanbars of the United F\imi- 
t\ira Workers of Aaarics, AFL-CIO. 

Local 76-B Pension F\ind - covering neabers of the United Furniture Workers 
of Aaarica, AFL-CIO. 

Uphalatery Woricara Pension Ftind - covering naebers of the United Furniture 
Workers of Aaarica, AFL-CIO. 

Spring Workers Pension Fund - covering naabers of the United Furniture Woricars 
of Aaarica, AFL-CIO. 

Staimey and Sons Pension Fund > covering asabers of the United Furniture 
Workers of Aaarica, AFL>CIO. 

Bartenders Union Local 15 Pension Fund • covering asabers of the Hotel and 
Restaurant Aqployees and Bartenders International Union, AFL*C10. 

Dining Rooa Bgployaes Union Local 1, Restaurant Industry Pension Fund - 

covering asabers of the Hotal snd Restaurant &rployees snd Bartenders 
Intamstional Union, AFL*CIO. 

Motion Ficture Laboratory Technicians Local 702 Pension Fund - covering naabers 
of the International Alliance at Theatrical Stage Enployees snd Motion 
Ficture Machiiw Operators cf the United States and Canada, AFL>CI0. 

65 Security Plan Pension Fund <■ covering asabers of the Retail, Wholesale antf 
Dapartaent Store Union, AFL<^IQ. 

Store Workers Retirsaant Plan <■ covering neabers of the Retail, Wholeaala and 
Dapartaent Store Union, AFL-CIO. 

Local 1199 Pension Fund - covering asabers of the Retail, Wholassda and Depart- 
nent Store Union, AFL-CIO. 

Local I 163 lUB Panaion Fund - covering naabers of the International Union of 
ILoctrical, Radio, snd Machine Workers, AFL-CIO. 

Cake Bakers Onion Local 51 Pension Fund - covering neabers of the Bakery and 
Confectionery Workers International Union of Anerica, AFL-CIO. 
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rwliM how much they urv puyiac for DOD-esiah> 
•Dt Mrvicaa. 


WBn»irs~HQn co$r-Hus 

Inaurunea compunfea art far from bainf 
**pubiic" aerfanta In the fleld of group Inaur- 
■aoe. They are in bnaiaeaa for tha purpoaa of 
making money. They do not control or protect 
the aaaeta of a fond. That ia tha reaponaibility 
of the fund traateea whether they operate a aelf- 
inaurnd or an insured plan. Inaurance com¬ 
panies work on a pay-aa-you go baaia ao long 
aa thay can continua to coUact premiuma A 
fund may be insolvent aa far aa the long awing 
ia concerned, but no inauranee company will 
warn the truateea that their current premium 
paymenta are out of lina aith tha long-term 
liabilitiea of their fund. 

The inaurance industry arguea that workers 
covered by aelf-inaured plans do not have their 
benefits guaranteed. But what inaurance com¬ 
pany guaranteea group inaurance benefits be¬ 
yond the one year term contract with the fund ? 
If money ia not available for the payment of 
premiuma. the contract goes out the window. 
If experience turns aour, premiuma are raised 
or benefits must be cut. No one expects the in¬ 
aurance companies to subsidize welfare or pen¬ 
sion fund.s, but Ije least they can do is to state 
publicly that they provide benefits only when 
they can make money by doing so. 


S*./ <NSi/«ANCf AMD SfCUVnr 

Oaapita tha threats of tha umuraaec mdastry. 
aelf-uiauraaar has oume af ags aad la hose to 
stay. The pacaliar problems of welfare and pen 
alon funds on tha whola can ba dealt with most 
ade^smtely throagh aslf-lnaurance. Self-inaur- 
anea can paweide more benefits per dollar of 
contiibatioa and that ia why self Inaarance wiil 
gradually eliminate the insurance companies 
from the welfare and pension field. If the in¬ 
surance companiaa win recognise this fact, they 
can perform a real service by providing pooled 
re-inaurance against eatastrophic situations 
They will then be applying the true principles 
of inaurance and playing a constructive role in 
the protection that the labor movement ia pro¬ 
viding for ita millions of members and their 
families. 

The growth of self-inauranre in New York 
State is being paralleled by developments in 
other states. What could not have been foreseen 
by legislators ha*f a centnry ago will have to be 
taken into account by administrative and leg¬ 
islative action now. 

Labor-msoagem(>nt welfare and pension 
funds are a peculiarly American development in 
the quest of our people for ever-greater secur¬ 
ity. Labor unions have been winning increasing 
agrwenMDt and support from management that 
theae funds shall serve to secure an ever ex¬ 
panding standard of living for the wage earner 
These funds not onl.v supplement governmental 
programs, but stimulate their development. 



Memoranda nn'M be $mt to all intrretUd peroone on manotrT. oKfim-tn 

(o our Public Informatton uroanmoni wHJ bo anneered v’lthoHt obligatton. 


Harold Faggen Aisociatei 
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TOi UMON WfiiyAlf AND rfNSlON fUNOfi 

ntOM. HAtOU) FAGOtN ASSOClATtS 
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Self-uiauranoa eame of age when the Superintendent of Inaurance 
aad the Attorney-General of New York State agreed that labor- 
management welfare and pension fund.<i may legally provide and pay 
benefits to employses and their dependents directly. The Stata of Setc 
York tkaa pore formal approral to the operotioas af tka mamg aalf- 
l aea red fanda u-ktrk already cover aummreaa of ikottitonda af workera 
aad (heir dcptndtnU. The subsequent development of self-msured 
welfare and pension programs will undoubtedly bring about the 
gradual slimtnation of insurance companies from tais field, except fur 
funds covering manvwy small groups of workers or wurkera in 
hazardous occupations. Inrurancv companies can play a nseful role 
in the future by acting as re-insurer^ and applying the principles of 
insurance to cover extreme or catastrophic situations. 


HISTOKFCAt DEVELOPMENT 

Self-inaurance came into being out of the 
hi.storical development of trade union program.'* 
tor the protection of members. Mortuani' and 
SKkneas benefits were provided on the basis of 
the dues structures of unions. The unions tradi¬ 
tionally paid such benefits on a self-insured 
basis and, with rare exceptions, did not pur¬ 
chase their benefits from insurance companies. 
Unions recognized long ago that the payment 
of benefits was dependent on the sl7.e of their 
treasuries or their special funds and not on the 
participation of a middleman—an in.surance 
company. 

ITie trade unions were aware, perhaps in¬ 
stinctively. that providing protection for a 


group against the hazards of death or iDneiw is 
not based on the principles of individual in¬ 
surance. Actually, group inaurance and group 
annuities are pro^’ided by Insurance companies 
on a cost-plus basis. The particular fund geta 
what it pays for, minus a portion of the prem¬ 
ium retaineil by the insurance company for 
taxe.s. commission*, profits, etc. If the exper¬ 
ience of the fund turns aour, it must pay higher 
premiums or face cancellation of its contract 
by the insurance company. 

Consequently, self-insurance is the more eco¬ 
nomical method of providing welfare and pen¬ 
sion benefits, unless the covered group is so 
small or the occupation so hazardous that the 
fund cannot aafely self-insure. By self-insuring, 
a fund can. in almost ail in.stancaa, achieve sub- 
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itanUal ■avinfi with lafaty by eiiminatinc tha 
taka of tha inauranca company «nich proviJaa 
tha aama or leaaar baoaflta at hi^har coat 

Funda hava incraaaingly coma to *hia aon- 
ciujiun inrough thair own expananca. Waifara 
and paiisiun prucrama wara tranaformad from 
banafltjt baaad on dnaa to banaflta paid from 
aontributiona mada by amployara undar the 
tarma of collactiva bargaining agraamanta. At 
flrat, thaaa contributiona wara mada to funda 
undar tha aola adminiatration of uniona. With 
tha anactmant of tha Taft-Hartlay Law, con- 
tracta apaciflad that contributiona for waifara 
and panaion purpuaaa be aagragatad in funda 
that ara jointly adminiatarad by union and 
amployar trust^aa. 

The important point to emphaaiza ia that the 
method of admin'ataring tha funda changed, but 
the objactiva of tha uniona remained the aama 
—that ia. to provide varioua baneflta for mem¬ 
bers and their dependents. Welfare and pension 
baneiita became an integral part of the collective 
bargaining packatra and workers paid for thaaa 
banahta by for b'oing all or part of poaeibla 
wage increase.s 


UNION RESPONSIBIUTIES 

Unions, particularly those participating in 
multi-empluyer funds, have a fundamental 
stake in assuring the colloction of contributiona 
under the terms of their contracts, in keeping 
accurate records, and above all, in providing 
maximum bcnehts from the available moniea. 
In order to accomplish these taska, the fund 
trustees must maintain an office. A'o truuranc* 
company can function in the eame way that a 
fund office must and does operate. The insur¬ 
ance com'jany is primarily a premium collector. 
Generally the fund office processts its oiin 
claims, limiting the insurance company to 
role of honoring drafts draian against the fund’s 
account. 

Once fund trust »*e8 recognized these facta, 
they began, out of their own experience, to 
question the role of insurance companies, first 
in the pension field and then in the welfare 
field. Pension fund trustees in the majority of 
cases went in for self-insurance, because they 


wara convincad that they vara bifywg “inaur- 
anca” while In actuality they were paying for 
banking aanicaa on a percentage baaia. 

Gradually, however, more and more inaured 
welfare funda began turning to aclf-inauranca 
aa a meana of achieving aubatantiai aavinga. 
Soma welfare funda provided bencflta on a aetf- 
inaurad baaia from tha vary beginning of their 
oparationa, aa tha next atap in the hiatoricai 
development of tha early union programa for 
mortuary and other banaflta. Other funda. 
however, turned to salf-inau ranee aa they real¬ 
ized from their axparienaa that they ware pay¬ 
ing subatantial auma to insurance cumpaniaa 
for no eaaantial aarvicce. 


PACTS VEKUS nOPAGANDA 

Such funda. as they begun asking quasticna 
about aalf-inaurance. ran into a propaganda 
barrage. They ware told that they would be ex¬ 
posing their members to undue risks, that they 
would not hava the know-how to operate on 
their own, and finally that they would be violat¬ 
ing tha law. Broker* and insurance companies 
interested in the "taka” from insured funda 
made these attacks, although they knew their 
arguments were not valid. 

The fact is that the vast majority of 
funds face no undue risks whan they aeif- 
insura because an insurance company 
simply pays out tha fund's own money 
for benefits and retains a substuntiul 
portion for itself. 

The fact is that a tJT)ical fund pro¬ 
cesses its own claims and in self-insur¬ 
ing simply issues drafts against its own 
bank account instead of the account of 
the insurance company. 

The fact is that the Insurance Law of 
New York State never was a barrier to 
self-insurance, despite the protestations 
of individuals with selfish interests who 
raised questions designed to obstruct 
self-insured operations. 


The fact ia that competent advisors 
have recommended self-inauranee for 
weifaru funds for more than ten years 

The fact ia that hundreds of thous¬ 
ands of members of internatiouai uiuona 
lika the I.L.G.W.U., the United Furni¬ 
ture Workera, ea well ea districts and 
lucaia atfiliated with the Bricklayers, Re¬ 
tail. Wholesale 4 Department Store, 
U.A.W., l.U.E., Sheet Metal Workera 
and other international uniona have al¬ 
ready received millions of dollars in ben¬ 
efits from aelf-inaured welfare funda. 


OffICIAL R£COGNniON 


New both the Superintendent of Insurance 
and the Attorney-General have recognized ac¬ 
complished facta. They have "legalized” aelf- 
inaurance in the sense that the brokers and in¬ 
surance companies can no longer rely on its 
supposed illegality as their ace in the hole. The 
Superintendent of Insurance has stated that, 
“Any distinction between the self-administra¬ 
tion of union funds and the self-administration 
of funda ... which are administered by trustees 
is a distinction of form rather than of sub¬ 
stance. The purposes for which both types of 
funds are creat^ are the same.” 

The Attorney-General, in rendering his opin¬ 
ion on the legality of jointly administered self- 
insured welfare and pension funds, has stated 
that such funds . . possess all the essential 
characteristics of welfare funds administered 
by labor organizations themselves and are used 
for the same purposes, namely, to provide wel¬ 
fare benefits inherent in labor organization 
membership, so that to say that a jointly ad¬ 
ministered fund is not entitled to the same 
exemption status as a fund administered by a 
labor organization itself is to abandon alto¬ 
gether the basic intent of the exemption statute. 
. . . Both types of funds exist and function as 
sources of payment of welfare benefits to mem¬ 
bers of labor organizations and thus both must 
be regarded as within the exemption provisions 
of Section 466 of the Insurance Law.” 


THt Pumjcs UTEKST 

The puolk has won an important fignt in 
this clarification of the legality of aelf-insur- 
ance. It makes possible the realization of the 
objective laid down by the founding vMiveatiun 
of the AFL-CIO in its resolution on hea,Lii and 
welfare plana which atatad: "Prior to the tniUai 
eatabiishment of the plan, the relative advant- 
agea of all the alternative available methods of 
providing health and welfare beaebta should 
be fully explored, including «elf-in-«ur»nce ... 

This objective ia sound sinee it does not set 
op aeif-inaurance aa mandatory, but emphasises 
that it should be included in the atody made by 
trustees of alternative methods of providing 
welfare benefits. The important thing is that 
self-insurance should be studied; it should not 
be arbitrarily excluded on the grounds that it 
la nnworkable or undesirable or illegal. 

This approach is important, because the in¬ 
surance industry has intensified its attacks on 
self-insurance, conveniently overlooking the 
facts w’hich were published in the press. It was 
not self-insured tunds, but insurance companlea 
that paid unconscionable commissions and other 
fees to brokers. These commissions and fees for 
which no real services were performed were 
paid with the full knowledge of the Insurance 
Department. The trustef« of self-insured funds 
are directly involve*! in the operations of their 
funds. They have not been misinformed by cer¬ 
tain brokers who have concealed the amounts of 
their commissions, nor have they been kept in 
ignorance by some in.surance companies who 
maintained that the amounts paid as commis¬ 
sions were a matter of private contract between 
thomaelves and brokers. 

As a matter of fact, many trustees of insured 
plans will learn for the first time what their 
brokers are making in the way of commissions 
under the new law enacted by the Legislature 
for control of welfare and pension funds. Public 
disclosure is not something that self-insured 
funds are concerned about; their operations 
have always lived up to the provisions of the 
new iaw. It is the broker who is worried and 
so is the insurance company for which he works, 
because for the first time many trustees will 



MEMORANDUM 


Daeembar I, 19B0 


TOi (»4lON WELFARE AND PENSION FUNDS 
FROM, HAROLD FAGGEN ASSOCIATES 

RE. PROTECTING PENSION CREDITS OF MEMBERS TRANSFERRING TO OTHER FUNDS 


PaMioii fanrfi bsMd oa tka callactlvr barvainInK 
i^r a a w aU of lacal aaioni Imtr tho sniwing problom 
of Mfacaarrfiag tko righu of msmkrn who tran«for 
ta tha jariirfictioD of oaalhar local anion hjr moving to 
anothar araa. changing tkolr craft or Ikair Induitry. 
la Iransfarring, warbors gvnaralljr loao tkeir penalon 
crodtla In tka original fund ond mnit atari anew. Oldar 
warkara ara hard hit ky auch tranafara ainaa tkajr 
aaoaili conaot accamulata auMciant cradita In tka naw 
faail to k a ca ma allgibia for Ha bonoMta. 


A namkar af funda wkick rotain oa aa actuarlaa and 
canaaltaata kavo aakad na to work on tranafar prob 
laaa. Tkatr gaal la tka malntananca of aamad panaion 
eradita okan a warkar Hovaa from tha Juriodiction of 
tka raUartlaa bargalalag agrraooant of on- local anion 
ta tko coatracf jariadtctaon of atkor local aniona 


Wa kavo davalopad oolntiaaa for local aniona In a faw 
largn iada a tria. anti aro working on aimilor problama 
la atkor iadaatriao. Oar aalationo aro aquitobie to tk, 
participating fanda, ara baood on octaorlal atodioa of 
oaoh ipacIRc aitantioa. and aro arcaptable in principle 
la tko Uaitod Statao Troaaurjr Daportmont, which muit 
appravo tkoan oa amoadamnta to eiiating prnaion plan* 
We are tkarafora mokiag tka roaulta of oar work ovoil- 
oklo la all iaiorailad traoloa* faring aimllar probloma 


fko onoanao a/ Ika aoiatian m /or two or oiarr fwa 
aiaa /noda to aotar nato raciproaai apraaaiaola nndar 
•aktak a oiaoikor (raao/awtap from ooa /and ta onolkar 
■ amtaioo kta earaad oaoaton cradita in tkc ongioaf 
food. Ra/ova tk* dataii* a/ a raaiprooal aaracmanl ana 
ka Marked aat. it m aaaaaoarp to daleroainr ncinanailp 
Mkatkar aaak raavaaoaito w«Jf karta aap c/ Ik* partici 


W* hova drown up reciprocal agreement* alone the 
following llnaa. Fund A and Fund B. to uie o aimple 
example, amend their panrion plan* to provide for the 
maintenance of tha penalon credita of a member who, 
after earning a required minimum number of credita, 
tranafar* from on* fund to the other. Upon tronafor- 
ring to Fund B, ka begin* accumulating another aat of 
credita. He arill be eligible to apply for retirement if he 
earn* a minimum number of credit* in Fund B. 


If h* foiAlla tkaaa two aeta of requirement*, the mem 
bar at rotirement age opplioa for a partial penaion 
from Fund A and another partial penaion from Fund B 
Kach fund ia reaponaible under ita rnlaa of eligibility 
for a partial penaion, baaed on the credita earned b> 
the member applying for retirement from both funda 


Far (xooipl*. Fund A proinda* for m paaaioa of t 
m momik to n utombrr a'ko Aoa tS yoaro of rarmod erediti 

aod Fmud B papa a paaaioa of $10 m month to n . . h 

w%th al Icaat 10 pear* of rurmrd crcdifa. Suppoac a 
oiaaikar had 10 pear* of ournni ertditn vntk Fund \ 
hoforo kc lma*/*rr«d to Fuad B. and he omrnod 5 year* 
of credit* U'itk Fund B hoforr oppfpiap for retirement 
at ap* ' 


Faod A papa tk* laaaikar 10 iSthe of ita normal f, 
paaaioa, or tai.oT a oioatk. Fuad B pop* the mamker 
t/tStke of ita aoroiaf fiu paaaioa, or aiMja o oioatk 
The total aoioaat of kia two partial paaaioa* from hath 
faada Ikareforr mmoiinte la ||7 a looatk 


A aimllar formula can be applied to fund* with vary 
ing ratoa of contribution*, penaion benaflt* and aligibil 
ity rnlaa. Tha important point la that within tha eon 
taxt of ita own rnlaa, a fund la liable only for a partial 
penaion to a tranaferring niambar and that partial 
penaion moat not impair the fund'* financial atability. 


Rnak /and that wiakaa t* narncioaca in a roeiproani 
ograamaat oinat k* atadiad anra/allp t* omka earlaia it 
aoa a/ord tk* ndditioani aaate of ouaiataiaiap tk< 
anawad aradita af a aorarad aaeaikor wko traaa/ar* t* a 
remyewemtmg faad. (AU faade kne* taroiiaatiaa raiea 
Mkwk nr* a aaoraa of aetamrml yaiaa. Ae Urininatiane 
are re da rad, tk* faaite yatno hoooaw amatlor.) 


Colloctivaly bargained paniioni item from recogni 
tion of naad for aupplemantary income for retired work- 
era. The trend in aomr induatriea ia the davelopmant of 
a national lyatam of reciprocal agreement* which will 
guarantee the worker that hi* union |>en*ion (which 
may come from many fund* ■ will belong to kim a* do*, 
hi* Social Security penaion 


lf--a*B>oaJa wM hr laat ta all latrrrafid prraoiia on reqoeet. SpeciAe layiiiric* 
addrraoad ta one PnhBe fafot atatiaa Deportmenl a ill kc anawered aitkoaf okligotiou 


I «i A,. »* .|Fwt 
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TO: UNION WELFARE AND PENSION FUNDS 

FROM; HAROLD FAGGEN ASSOCIATES 
A<hi«ri«i CofiMjhanlt 


RE: FILING REGISTRATION STATEMENT UNDER THE 

NEW YORK state EMPLOYEE WELFARE FUND ACT OF 1956 


Under the Employee Wdtarc Eiind Ad ptMcd hjr 
the New York Stale LcKiiUluie earlier ihii jrear, uimn 
pemion iimdt arvi welfare lundt whieh were in exialriKc 
on I. IVSA mull file Redulradon Slalenieni% 

on ur heforr Nmcmlwr W>. 19^6. The Ariormy General 
kaa ruled that re)|niralion rripiiRmcM\ are appiKahIt 
onlv to union fundi whnh are adnunn'cred hy a foinl 
lahtir nMrMurimni honrd of iruaae • 


turred in by the Iniurantc Department. We are lending 
thii ruling to you in the hope that it will save yon iin 
neteuary work and expense 

The pertinent portions of the ruling are as follows: 

1. If a Awa oMUj a funJ ai (msioamn or dtpoti- 
lory ana ptrjormt mo olhrr fnaclioM uilb rt 

. .a Y. U f I J 


Fhir Employee Vcllare Fund Ail of I9V> provides 
that a welfare or pennon fund may be umier the |uru 
dntuin of enher thr New York Sale Insurame Depart 
mcM or the Banking Deprtment. Praitnally every pen 
non or welfare fund has meived legislrarion forms 
from the New York Slate insuraiMC Department together 
with intirurliani for bling Many of the same funds 
have received lorms from the Banking Deparlmcnt with 
siimlar UMlruclMins for blmg 

Thn apparent duplnalion raises some serious prob 
' Aside from the task of filling iii two sets of forms 
afsil Mipplying a number of topies of various ikxumenls, 
ihrie M the proapccl that cnc'i ileparimeni nuiy ilaim 
lurnditlion so that a fund miglit he suh|ccle<l to the 
expense of double examinaiiori 

(Thi Law pturvipfs that thi umt or ixamina 
1 ION small m wmini »v thi mind.) 

To clear up these ifueslions, we Eave oblainetl a ruling 
from the Barikmc Department which has lieen con 


If tbt baui boJJi ibt fntui and prrformt fmni 
lioMi iM tidd/lioM to those ot d mere ><> ' 
or deooutory, the ttrtia soomid. iM the nrsi im 
itdMte. oe registered usth the Bankme Depart 
meut. Upon to doing, thn Department will 

, ■ 1 /' A' !•:. < / V < nl * //' t 

‘'■j the trustees of the fund will be deemed to 

■ i • • ' • »4 '4 '• 4 » f . • il tl I t rlfe.'l e 

' ■ ■ ' h.i' i '-i mj hi kr.tUti IdiU • 

If thereafter it is determined that the 

■i bare been reriiierea with the Insurance 
the Odiitiitt ueoanment mil "uit 
the Meceisarr transfer of the records to the 
latter ana the tuna will be duly notiped thereof. 
I the fund Mill be reautred to deal 

.. . mth the Banting / >. < ui 

Ihr pioper administration of union nunagetnent wei 
fare funds and pension funds is a matter of vital toiKcrn 
to everyone. As consultants to more of these funds than 
any other organization, we have undertaken to issue 
memoranda covering each new development. Memo 
randa will be sent to all interested persons on reijuest 
Specihe inifuiries addressed to our Public Information 
Department will be answered without obligation 


November I, 


Harold Ea 99 a'> Associates 


153 Iroadway, New York 3, New York 
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COMPANY STATEMENTS ON SICK PAY ARE SUFFICIENT PROOF: A statement by the em- 
ployei that an employee is entitled to exclude a specified amount of sick pay under Section 
lOS (d) Is sufficient "pioof" for an employee to attach to his income tax return, according to 
Revenue Ptocedurc- 57-1. ... Although the Instructions accompanying Form 1040 call for a 
statement showing your coiinputatlon and indicating tie period or periods of absence, nature 
of slckneaa or Injury, and whether hospitalized," a str.tement by the employer will satisfy that 
requirement. The withholding" rules (see 341.5.-1) call for the employer to maintain certain 
records, whether he withholds or not, so such records are considered sufficient. However, the 
employer must assume full reaponaibility for the accuracy of the figure reported in the state¬ 
ment provided the employee, according to Revenue Procedure 57-1. All payments made dir¬ 
ectly by the employer must be Included in Form W*2 whether the employer withholds or not. 

... The suggested form contained in Revenue Procedure 57-1 follows; "On the 1956 withhold¬ 
ing tax statement, Form W-2, furnished to you by this corporation, sick pay excludable under 
section 105(d) of the Internal Revenue Code of 1954 in the amount $ is shown. 

If you claun this exclusion on your 1956 income tax return, the Internal Revenue Service in¬ 
structions pertaiaing to the filing thereof require you to enclose with your return a detailed com¬ 
putation In suppoit of such aick pay exclusion. However, in view of the payroll records main¬ 
tained by us. we are authorized under Rev. Proc. 57-1, l.R.R. 1957-2, to advise you that this 

(Please turn page) 

CHECK LIST OF RESEARCH REPORTS RECEIVED THIS WEEK 


( ) 105.2.-49 h 50-. PENSION CONTRIBUTIONS BY EMPLOYERS, MISCELLANEOUS DATA: 

Contains figures for 1954 snd l4&5, and many new companies. 

(>J\ 111.22.-7: H OW PENSION CREDITS CAN BE TRANSFERRED BY FUNDS. Under recip¬ 
rocal agreements - system worked out by Harold Faggen Associates. 

( ) 164.-3 i 4; DATA REQUIRED OF JOINTLY ADMINISTERED PENSION FUNDS. Spec¬ 

ial exhlbl' must be filed by setf-knded plans In New York. 

( ) 201.-1: PROFIT SHARING PLANS IN MAJOR LABOR MARKETS. Prepared by Bureau of 

Labor Statistics. U. S. Department of Labor. (Replaces !2()4.6l. -1.) 

( ) 211.2.-3 i 4: IRS REQUIREMENTS INFLUENCE VESTING RULES: Forfeitures can be 

substantial - examples shown. (Replacement for out-dated material.) 

( ) 270.-1: INTERNAL REVENUE CODE OF 1954 - SPECIAL INDEX: Sections covering 

profit - sharing and stock bonus plans trusts. 

( ) 324.0.-3 6 4: GEOGRAPHICAL VARIATION IN HOSPITAL COSTS MAJOR PROBLEM: 


Inland Steel Co. has special provision for high cost areas. 

( ) 330. 1.-23 6 24; ANNUAL REPORT FOR HEALTH 6 WELFARE FUNDS: New York state 


Insurance department form supplements statement. 

( ) 430.0.-47 through 50: NEW YORK WELFARE FUND ACT: Registration and annual re¬ 

port requirements. Revised wIth new data to bring up to date. 


(^arlc. D- '^pcnccr A A.iociatc. Inc., |N0 Hesi Adam* St., UhictUo 3, lllintn* 
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statement will satisfy the Service s Instructions and that, when you file your return, you may 
attach thia statement thereto In lieu of the detailed computation required by the Service s in¬ 
structions." ... There has been some confbslon over the "hospitalized on account of sickness" 
rule. Pay or benefita for the seven days are excluded If the employee Is hospitalized during the 
period he la sick. If he la sick at home for seven days and then Is subsequently hospitalized 
during the period of Illness, pay for the first seven days Is excluded (see 341. I. -17). An em 
ployee must file Form 1040 to claim a sick [lay exclusion, according to the instructions for use 
of the 'punch card" short form (Form 1040A). 

•IRREVOCABLE ELECTION" OF SURVIVOR BENEFIT TAXABLE AS A GIFT: An •’irrevocable 


election oy an employee of a Joint and survivor benefit under a pension plan results In a taxable 
gift, according to Section 22.2SI I -1 (g) (10) of the proposed regulations covering Section 2511 of 
the 1954 Internal Revenue Code, published in the Jan. .3, 1957 Issue of the "Federal Register”. 

.. The text follows: "If under a pension plan (pursuant to which he has an unqualified right to 
an annuity) an employee has an option to take either a retirement annuity for himself alone or 
with a aurvlvorahlp annuity payable to his wife, an irrevocable election by the employee to take 
the reduced annuity In order that an annuity may be paid, after the employee's death, to his wife 
resulta in a taxable gift". ... Although most of the preceding examples were formerly included 
In Reg. 106. Section 86.2 (a), the above example was not Included In the old regulations. ... 

The question of whether an "Irrevocable election" has been made In electing a Joint and survivor 
benefit haa been handled by some group annuity and self-funded plans by permitting the retired 
partlcipiuits to revoke Joint and survivor options, subject to terms agreeable to the insurance 
company or trustee. As long as the designated survivor Is not granted an absolute assignment 
of the survivor rights It la contended that there Is no " Irrevocable election" by the adherents of 
that approach 

UNITED BISCUIT TO PA R TICIPATE IN UNION PLAN: The United Biscuit Co. has made a com- 
panywida contract with Hnkery i Confectionery Workers to participate In the Union-Industry 
National Pension Fund. Plants in ten locations will contribute 10< pet man hour to the fund eff¬ 
ective Nov. I, 1957. The benefit at age 65 based on 25 years of service will be $100 a month. 

INSTITUTIONAL INVESTORS AND THE STOCK MARKET, 1953-55: Corporate pension funds 
are included in the staff report to the U.S. Senate Committee on Banking and Currency, released 
Dec. 28, 1956 (see 140.-3, 12/7 release), expected to be available from the Superintendent of 
Documents, U.S. Government Printing Office, Washington 25, D.C. - no price given. ... The 
report locludea dita of 30 non-in>ured pension funds whose holdings constitute 50% of the common 
stock held by all private non-lnsured pension funds at the end of 1954 and is designed to gather 
atatlatlcal information which would lay a factual foundation for consideration of the influence of 
institutional purchases and sales (ranging from 13 to 20% of share volume on the NYSE) upon 
stock market behavior aince the fail of 1953. 

NEWS SHORTS: Communications Workers, in Its negotiations with Bell Telephone System com- 
ponles is insisting on a non-contributory basis for group life Insurance. ... The California State 
Federation of Labor Is pushing proposals to Increase the maximum under the unemployment com- 
pensation disability law from $4U to $55 per week, plus dependent benefits of $5 for the first and 
$2.50 for each additional dependent; provide retroactive payments for the waiting period; permit 
labor commisaloner to enforce payment of health and welfare contributions under collective bar¬ 
gaining agreemeata through civil as well as criminal courts, and provide workers with complete 
Information on deduction from wages. ... Plumbers & Steamfltters has published a set of rec- 
ommendatlona to guide union trustees In administering health and welfare funds. It covers such 

points as benefit standards, administration, eligibility requirements and contributions._The 

Dbrfman-Naddet) health and welfare fund hearing held by the AFL-CIO In Washington was "closed” 
... Members oi the U.S. Senate labor and public welfare committee are objecting to the proposed 
labor investigation (including health and welfare plans) by the McClellan permanent subcommittee 
on Investigations. The committee on rules Is considering the question of Jurisdiction. ... The 
Michigan state insurance department reports that It is very much interested In the health and wel- 
fare fund situation. It is recommending passage of a bill based on the recommendations con¬ 
sidered by the National A.ssoclatlon of Insurance Commissioners at St. Louis In 1956. 
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HOW PENSION CREDi rs ( AN I RANSF'EH RED BY FUNDS I 

Und r Rcitproc al Agrc^mt-nt s.-Sy st«*m W orked Out By Harold Faggen Assoc 


r 


b4«rtl .M) th** ((ille«tlv«- barg4m- 
rreroenttt *f I * 4i f4« e thr t^r^twing 

pr >bi«ri) ‘>t •»4 { rt(>i4 r ill ii ^ r ight ^ >1 : tn'mbi' r •< 

wh>> tranafrr t > th* lunsdit ti.>n 'if anuthrr lot al 
iiniiin by nmvir.g tn antitlirr arr^, ihari^inK their 
t raft ’>r their iniiiietr^ . In tra-.■(er riiiK, vi...rkrr« 
generally lu*e their prn«i>in < reilitn .n th)- irigi- 
nal fund and tTinal atari anew. Older at. rkers are 
hard hit by • Hi ■\ tr4niif«*r« 'im< r they ustially «4n* 
nut 4« i iinmlAtr Huffu irnt i redit4 in thr new fund 
t<» bet 4»tne eligible for itn brnefr*. 

A number of landu whi« r. reta.n h.irolc K4ggen 
Ae • >>• latea. New Yiirk t-ity, a^ a>ti>aries and con- 
aultanta have aakeil the firm to w irk on transfer 
pr.iblcins. The goal is the maintenani e of earned 
pension t redits when a worker moves from the 
lurisdiitiun of the i ollertive bargaining agreement 
of one loial union t. the lon'rai t jurisdii. tion of 
'ither local unions. 

clans Worked Out 

Harold Faggen .Aavoiiates has developed oilu* 
turns for local unions in a few large industries 
and the firm IS wirkiiig on similar problems in 
ther industries. 1 he prot edure followed is based 
.>n a< tuarial stuoies of ea> h spei ifu tiluation, and 
IS a< < eptable in prim iple to the Internal Revenue 
.Servue. which must a) prove the agreements as 
ainendments to eaisting pension plans. 

The essence of the solution is for two or more 
pension funds to enter into rr< ipr'u al agreements 
under whu h a member tiansferring from one fund 
t I another maintains his earned pension i redits in 
the •riginal fund. Hefore the details ol a rei ipr i- 
>al agreement can be worked 'lUt, it is net e s sa ry 
to determine actuariallv whether sui h rec iproi ity 
w.ll harm any ol thr partu ipating unds. 

Cruets Are .Studied 

Fa I h fund that wishes t' partu ipatr m > re< ip- 
ro< al agreement must be studied larefutly to make 
leriain it can afford the adciituinal > <sts d main¬ 
taining the earned c redits of a c overed member 
who transfers to a ret ipr'u ating fund. (.Ml funds 
have termination rules whu h are a s >'ir< r •! 
actuarial gains. As terminations arc rediu ed. 
the fund's gains become smaller). 

Reciprocal agreements have been establirhed 
along the following lines Fund A and Fund L 
amend their pension plans to pr ivide for the main¬ 
tenance of the pension c redits o. a member wno, 
after earning a recjuired minimuoi number of red¬ 
its. transfers from one fund to tlie other. Upon 
transferring from k und A to k und B. he begins 
accumulating another set of < redi's. He will be 
eligible to apply for retirement if he earns a mini¬ 
mum number of credits in Fund B 

Both Funda Fay Fension 

If he fulfills these two sets >1 rec^uirerr.ente, ihe 


member at retirement age applies fur a partial 
pension from k'und A and anothi-r partial pension 
fr- m t und B. Fach fund i-i responsible under its 
rule s of eligibility for a partial peiusion. based 
m the I redits earned by the member applying for 
retirement from both funds. 

k r example. Fund .A provides for a pensu.n 
of $S0 a month I" a member who has Is years of 
earned credits end Fund B pays a pension of $40 
a month to a member with at least 10 years of 
earnec credits. Suppose a member had 10 years 
of earred credits with Fund A before he trans¬ 
ferred to Fund B. and he earned A years of credits 
with Fund B before applying for retirement at age 
bS. 

How Benefit Is Determined 

Fund A pays the member lO/lAths of its nor¬ 
mal $S0 pension, or aii.oc .i montli. Fund B pays 
the member S/ ISths ,il its normal $40 pension, or 
$1 t. It a month. The total amount of his twe- par¬ 
tial pensions from both funds therefore amoiini s 
to $47 a month. 

A sim lar formula can be .ipplied to funds with 
varying rate . of i ont ributioiis. pension benefits 
and eligibility rules. The important point i.s that 
within the c jntext of its own rule.c, a fund i.s liable 
only for a partial pension to a tr.insfer ring mem¬ 
ber and that partial pension must not impair the 
fund's financial stability. 

Collectively bargained pensions stem from 
recognition of need for supplementary income for 
retired workers. The trend in some industries 
IS the development of a national system of reci¬ 
procal agreements whic h will guarantee the work¬ 
er that his union pension (which may come from 
many funds) will belong to him a.^ dues his social 
security pension. Harold Faggen Associates point 

• lit. 
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PROFIT SHARING PLANS IN MAJOR LABOR MARKETS 
ftepsred By Bureau of Labor Ststlstlca, U.S. Depsrtment of Labor 

Special Report to the Profit Sharing Research Foundation 

December, 1956 

Number of establishments^/ studied in 17^major labor markets and number re¬ 
porting some type of profit sharing plana / , wmter 1955-1956. 


Minimum No. of 


Establishments 
studied that 


Area 

Sice 

Estab¬ 

lishment 

estab¬ 

lishments 

studied 

reported some 
type of profit 
sharing plan 

% of 
Total 

Northeast: 

Newark-Jersey City 

3/ 

271 

12 

4.4% 

New York City 

3/ 

544 

45 

8. 3 

Philadelphia 

3/ 

322 

32 

9.9 

Providence 

51 

128 

7 

5.5 

South 

Atlanta 

51 

191 

21 

11.0 

Dallas 

51 

174 

20 

11.5 

Memphis 

51 

134 

16 

11.9 

New Orleans 

51 

154 

10 

6.5 

Middle West: 

Chicago 

3/ 

427 

64 

15.0 

Detroit 

3/ 

254 

27 

10.6 

Milwaukee 

51 

177 

19 

10.7 

Minneapolis-St. Paul 

51 

234 

21 

8.9 

St. Louis 

3/ 

224 

16 

7. 1 

Far West 

Denver 

51 

139 

8 

5.7 

Los Angeles 

3/ 

304 

31 

10.2 

Po rtland 

51 

145 

15 

10.4 

San Francisco-Oakland 3/ 

248 

J_1 

4.4 

Total, 17 areas 


4070 

375 

9.2 


1/ All outlets (within the area) of companies in such industries as trade, finance, 
auto repair service, and motion picture theaters are considered as 1 establishment. 

2/ Formal plans (1) having established formulas for computing profit shares to be 
distributed among employees; (2) under which formulas were communicated to em¬ 
ployees in advance of the determination of profits; and (3) under wh.ch eligibility 
was extended to a majority of the office or plant workers. 

3/ Minimum sice establishment (employmentwise) was 51 workers in wholesale 
trade, finance, and services industry groups; and 101 in the manufacturing, public 
utilities, and retail trade groups. 

Comment by J. J. Jehring, director Profit-Sharing Research Foundation, 1718 
Sherman Ave., Evanston, 111.: Weighted in favor af larger industries and businesses; 
eliminates small companies. (Also see 101.-3 etc. for qualified profit-sharing 
plan data). 
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IRS RCQUIRCMCNTS INFLUENCE VESTING RULES 
Forfeiture* Cen Be aaoeiAniiAi - Exemplei Shovwn 


Zll. 2. -3 
Replacement 
I/S7 


Full Veattnj R »j[utr» d 

. eweai of l•ralla•tla« of th« plan, dtacor 
tiauaaca of c«a»tributioaa by a formal action of 
tb* amployar, or if Iba tatarnal Ravanu* Sarvica 
daama tbat a auapaaaioa of contributions is in 
affact a dtscontiauanca of contributions, tb* 
plan must prowtd* tbat all amounts tn tb* am 
ployaaa' account* bacom* fully vaatad. 

(aaa 27 I. • i r. ate. ) 

. I. ' • t. K A . l ^ I I 3 t. A>' i I 

Oraatiag profit-abanag plan participants 
a «aatad tataraat la tb* amployar'a contribu¬ 
tions gaaarallv starts at a fairly aarly stage 
oadar profit-abariag plana. Tbar* ar* too 
main laasoa*: 

1, la a profit-sharing plan iaatallad primarily 
for It* tacoativ* valu* aarly vaating la la accord 
wttb aucb aa objaettva, 

2. Allbough publiabad rulings bav* not baaa 
apaciAc oa tb* potat. latamal R*«*au* Sarvic* 
roviaoar* tand to favor fairly aarly vesting 
.in«ST plana obar* tb* lorfattura* ara allocatad 
to tbs ramaining participants aa a pracaution 
against dtacruntaatlon. Tbia la aapaclally tru* 
uadar amallar firm plans I*** Rav. Rul. %i-lSb, 
Fag* 217 17 ate.). 

Forfaituraa may rapraaaat a substantial 
amount la rolatioa to amounts contributad to th* 
plan and lavaatmaat aarainga 

taamplaa of Valua 

Although tba poaaibtitty of discrtniinatton 
la ragard to forfalturaa uadar tb* Jawal Taa Co. 
pla* t* practically soasatataai. atac* It t* a 
larg* company. Its aapartanc* doaa iadlcat* th* 
potaatial valua *f forfalturaa raallocatad to th* 
ramainiag participants. 

la tba August, 19)9 taau* of tb* EMPLOYEE 
BENEFIT PLAN REVIEW magaaia* datails from 
tb* Jawal plan op*ration for l9Sd war* raportad. 
It haa a gradad vaatiag ovar a 20 yaar parlod. 

Tb* avarag* mambar who had participatad in 
tb* plan aiaca 193R (affactiv* data) tbreugh I9M 
had |9, 993 craditad to bis account, of which 
t . ' ' < rapraaantad tb* participant's contribu¬ 
tions, $1,449 rapraaantad tb* company's ccsitri- 
buttooa and S3. 417 rapraaantad tavaatmant aam- 
laga and forfalturaa which ar* allocatad upon a 
baata at tb* amount la tba ramainiag participants 
acaounta. (Uadar plans which bava only a few 
parlicipaata tba tatarnal Ravanu* Sarvica la 
gaaarally "not too happy about allocatioa of 
forfalturaa oa tb* basis of tb* amounts la tlia 
accounts.) 

A* aan ba as'a by th* Jawal aspertanca 
forfalturaa (although thay ar* not aagragated 
froan tavaatmant aarntagal can rapraaant a aub* 
ataatial (-orcantaga of tb* amounts craditad 


long-tarm employaea. 

Anothr r Esa mpl e 

Figuraa which indicate the potential value 
of forfeitures wer* also given tn the U.S. Tax 
Court decision tn Ryan School H etirement Fund 
et al. V. Commissioner (No. 4944S, 24 TC-. 

No. 17). Vesting under the plan wa* 20% after 
two years of participation plus 10% each addi¬ 
tional yaar or 100% after 10 years. Credits were 
100% vested in event of severance after age SS 
and 19 years cd service under an alternate rule. 

Forfeitures were allocated among the re¬ 
maining participants (details not given). If the 
plan wae terminated, the accounts of all partici¬ 
pants became 100% vested. 

By the end of seven years four officers and 
a supervisory employee (five In all) which had 
been allorated B. 4% of the original contribution 
by the employer were entitled to 73% uf the trust's 
assets totaling $71, 7)B ($72, IBO In employer 
contributions plus $ IB, 632 in intsrest earnings 
and minus $19, 079 in severance benefita paid). 
Including the severance benefits the five key em¬ 
ployees were entitled to 9H% of the total. 

The court held the results were not discrim¬ 
inatory but the mam p oint for quoting the case is 
to indicate that forfeitures can be substantial in 
the operation of a plan. 

Schlumber g er Well Surveying Co rpo ration: 
Participant's shares Increased by R. 91% during 
1999 as a result of forfeitures by terminated cm - 
ployses of 0. 17%, realised investment income of 
4.93%, and income from the annual valuation of 
securities amounting to 3. Hl%. The forfeitures 
were $13, 449.21 compared with employer con¬ 
tributions of $1, 99B, 99B. 34. 

The Greist Manufacturing Company ; Credits 
and income arising from the fund assets of Dec. 

31, 1994 amounted to $1 10, 973.32 including 
relliiauishments of $26,968.99. The employer 
contribution for the year 1999 was $I9B, 143.90. 

American Exporter Riblications : For the 
fiscal year ended Nov. 30, 1999 seven former 
members received as their accumulated share in 
the plan a total of $ 19, 037. 87. Forfeitures of 
four of the seven participants totaled $1,224.24. 

HOW POINT IS HANDLED 

The first example covers "contributions" and 
the other three "termination": 

Chicago Rivet 4 Machine Co . : "In event the 
company shall fail to make contributions hereun¬ 
der for two consecutive years, then notwithstand¬ 
ing any provisions to the contrary in this para¬ 
graph, that portion of the interest of each bene¬ 
ficiary, which at that time has not vested, shall 
forthwith vest in such beneficiary." 

(CONTINUED) 
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IRS REQUIREMENTS INFLUENCE VESTING RULES 
Forfwiturw* C*n Subatantial - Example* Shown (Cont. ) 


Ch*mpton Paper t Fibre Co. : "Upon ter- 
mineiion e( Ike plan Ike value of ike undivided 
properlionaie laiereat of eack peraon having an 
iniaraai in tka truai fund ehall be determined aa 
•f tka dale of diacontinuance, Tke intereat ihue 
dalarmiaad akall Iken be aegregated and auck 
aagragalad inieraata ehall bo eel aaide by the 
Iruaiaa for Ike apecial account of eack member 
ar kaoaficiary. Tkereafter, diairibution akall 
be made aa provided keretofore." 

Polaroid Corporation Cambridge, Maaa.: 
"Upon auch termination of tke plan and truat, 
after payment ed all expenaea and proportional 
ad^atmam at auck accounta to reflect auck ex 
panaea, fund loaaee or profita and reallocatlona 
ta tka data ai termination, each participating em¬ 
ployee, eack retired participating employee, each 
former participating employee, and eack baua- 
ficlary of a docaaaed participating employee akall 
be entitled to receive any amounta tken credited 
ta kia account in tka truat fund." 

f^lraB Corporation. Ltd.i "Skould Purnx 
decida ta terminate ita participation in tke plan, 
tka fund otU be continued until all obligationa 
kava been diockargad by tke truataa. In tke a vent 
of auck termination, forfeiture proviaiona tor 
mamkera terminating tkeir employment with Purex 
otll no longer be operative.’’ 


ONE WAY RULE 

In conaidaring tka queation ot "diakrlmina- 
tion', Saetton 401 (a^ I.R.C. la prociae on the 
point tkat It appliaa only la caaea of dlacrimina 
non ta lavor of tke officera, aharekoldora, etc. 
Altkougk It migkt be bald tkat tka "excluaivo 
benefit of klo empioyeea" rule impliea equal 
treatment to all, tke tendency of the IRS haa been 
to "dote" on diac riminuion. 

Tkuo, tka negative aapacta created by 
Revenue Ruliaga bS-Ibb. C. B. 19bb-l. i9 and 
b«-b9b. I.R.B. I9»b, I.R.B. l9bb-47, 14 taee 
are aot recogniaed, eapecially in event 
tke IRB deema tkat a auapenaion of contrlbutiona 
to a profit-aharing plan la a dtacontinuance, al- 
tkoagk no formal action haa been taken on diacon- 
ttnuanee by tke employer. 

Aaaume tkat tke IRB deema tkat there haa 
been a diacootinuance of contrlbutiona and tke ern 
ployer intenda to continue tke plan in affect. Tka 
IRB kae tkree additional altarnatlvea: 

To cooeider tke plan atill qualified, 

T* diaquaitfy ihe plan rat roactivaly to the 
affective date under tka rule tkat tke plan "from 
Ita inception eraa not a bona fide plan" (Reg. 
Rection I.401-1 (b)(2). 

To diaquallfy tke plan aa of tke taxable year 


Tax Upon Diatributiun 

It muat be kept in mind that tax conae gue ncea 
of diatributiona received by particlpanta atem from 
atatua of Ihe plan itaelf. 

Conaider what might happen if a plan providea 
(or veating at the rate of 10% a year and then con- 
tribuliona are deemed to have been diacontinued. 

Jonea, who haa been credited with $400 but 
who haa a veated intereat of SAO. now haa a veated 
intereat of $400. Smith, who haa received approx¬ 
imately the aame amount per year of participa¬ 
tion haa $1, 800 in hia account and 80% ia veated 
before diacontinuance of contrlbutiona, and 100% 
afterwarda. 

'»nea, aa a ahort-term employee, ta more 
apt to leave firm than Smith, a long-term 
employee. So, aaau..'* Jonea doea leave. If no 
action la taken aa to the qua’tftcatton of the plan 
before Jonea leavea he receive* <400 aubject to 
tax aa a capital gain. 

Puaaible Tax Conaequencea 

Smith, who ataya, facea aeveral poeatble tax 
conaequencea: 

I, If the plan contlnuea to be qualified, there 
would be no particular adverae problem. Hia 
$1, 800 would be 100% veated and preaumably if 
contrlbutiona are reaumed Ihe new contrlbutiona 
would be veated on the original 10% a year rate 
baala. 

If the IRS retroactively diaquatifiea the 
plan hia entire $1, 800 probably would be conaid- 
ered taxable income. If he keepa hia job but may 
and doea withdraw hia contrlbutiona becauae dia- 
qualification of the plan la imminent, it probably 
would atill be conaidered taxable income. 

3, If the plan la diaqualified aa of Ihe taxable 
year involved, hia credila prior to the end of the 
previoua year would not be conaidered taxable 
income but intereat earninga during the aubaequeni 
period while the truat ia not qualified would be 
taxable income. Furthermore, regardleaa of 
when and under what clrcumalancea he might aub- 
aaquently receive the corpua it apparently would 
be conaidered taxable becauae the capital gain 
and annuity proviaiona apply only to amounta re¬ 
ceived while the truat ta qualified under Section 
401 (a) and exempt from tax under Section SOI (a). 

It la poaaible but not probable that aome re- 
lie: may be gained under Reg. Section 1.402 (b)- 
1 which covera the treatment of a beneficiary of 
a truat not exempt under aaction SOI (a). 





INTERNAL REVENUE CODE OF 1954 - SPECIAL INDEX 
Sections Covering Profit-Sharing and Stuck Bonus Plans Trusts 


270.-1 

1-57 


ARRANGEMENT OF 1954 CODE INFORMATION 

Only information regarding the 1954 Internal Revenue Code which applies solely 
or m ainly to profit-sharing and stock bonus plans will be filed in the Profit-Sharing 
Section in order to eliminate needless duplication. Thus, in addition to checking 
Pages 270.-1 etc., through 272.2.-1 etc., as identified in the following chart; 
you should also check Pages 117.-1 and Pages 171.00.-1 through 171.09.-1 etc., 
and Pages 17 3. l.-l etc., in the Pension Section, as identified below: 


INFORMATION FILED IN PENSION SECTION 
WHICH MAY BE APPLICABLE TO 

Starts on Page PROFIT-SHARING AND STOCK BONUS PLANS 


171.00.-1 General 


171.01.-1 


Qualification of Plan 


171.02.-1 Deductions by Employers 

171.03.-1 Administration 


171.04.-1 


Investments 


171.05.-1 Tax Status of Benefits (General) 

171.06.-1 Retirement Income 


171.07.-1 


Death Benefits (Income Tax) 


171.08.-1 
171.09.-1 


117.-1 


173. l.-l 


270. -1 

271. -1 


272.l.-l 


272.2.-1 


Death Benefits (Estate Tax) 

Severance Benefits (Other Than For Retirement 
or Death and Disability, When Section 105 Is 
Applicable) 

Total Disability Benefits (When Section 105 Is 
Applicable) 

Social Security-Integration 

SPECIAL PROFIT-SHARING 
AND STOCK BONUS PLAN INFORMATION 

General 

Qualification of Plans; Investments As They Affect 
Qualification 

Deduction of Employer's Contributions 
Benefit Ps^ments 





GEOGRAPHICAL VARIATION IN HOSPITAL COSTS MAJOR PROBLEM 
Inland Steel Co. H*« Special Proviiion For High Cosi Areas 


To mast tha problam of the wide vanatiuna 
in hoapital rataa in different parte of the country, 
and provide higher benefita where they are need¬ 
ed without increaaing them in the lower cost 
terrtloriaa. Inland Steel Co. in ita I'fio contract 
with Steelworkers included a a|>ecial provision 
for “high coat areaa." 

The regular hospital room and board benefit 
is $1J a day for 120 days, with $10 as indemnity 
and $1 reimbursement for employees and the an* 
tire amount on a reimbursemert baste for de 
pendente. However, for the high cost areas the 
maximum ie made $1B, on a reimbursement 
baaie. 

These areas are specifically defined as in 
eluding the entire states of California, Connecti¬ 
cut, Massachuaetts, Nevada, New Jersey, Ore¬ 
gon, Rhode Island and Washington; District of 
Columbia • city of Washington and adjacent areas 
in Maryland and Virginia, Illinois - Chicago 
area. Michigan • Detroit area, Minnesota - Min¬ 
neapolis and St. Paul area. New York-New York 
City, Buffalo and Rochester areas; Ohi>-Akron, 
Cleveland and Cincinnati areas, Pennsylvania- 
Hiiladelphia and Pittsburgh areas, Wisconsin- 
Milwaukes area. In the case of city areas, the 
counties affected are listed. 

Some elasticity la also given on hospital 
extras by a coinsurance provision, similar to 
that found in many plans, which allows $260 plus 
7$% of excess charges incurred within the 120- 
day pm nod 

How Area Cost s Vary 

The existence of coat differentials for hos¬ 
pital care in the various geographical areas has 
long been recogniasd, and is confirmed by the 
figures on hospital rates compiled by the Ameri¬ 
can Hospital Association, with the spread as be¬ 
tween the higher and lower cost areas probably 
increasing rather than decreasing. 

In a general way the highest hospitalisation 
costs are to be found in the Pacific Coast states, 
although practically all of the big city areas also 
belong in that category, and the lowest in the 
southeastern states. 

Cmil S. Brill, now senior vice-president of 
the Ceneral Americal Life Insurance Co., in 
speaking at the ivio annual meeting of the Natio¬ 
nal Conference of Health k Welfare Funds, Ad 
minietratore h Trustees, primarily in regard 
to group major medical coverage, said that the 
cost of benefits, with hospitalisation always the 
biggest factor, is about two-thirds of the national 
average in the south, one and a third in the west, 
flve-eixthe in the midwest and abuit the same as 
the national average in the east. 

He pointed out further that in certain cities 
costa are materially higher than the average for 
the geographical areas. In Detroit and vicinity, 
for example, they are 1-2/3 times the midwest 


average and for most of the other important 
Michigan cities 1-1/3. 

Virtually the same figures were cited by 
Charles N. W.ilker, associate actuary of the 
Lincoln Nati inal Life Insurance Co., in a recent 
address, anc they .ilso correspond quite closely 
with the find.ngs in a survey made by the Pru¬ 
dential Insurance Co., showing that if the net 
claim cost was $3 for the country as a whole, it 
was $3 for the east, $2.^0 for the midwest, $■' 
for the south and $4 fur the west. Its experience 
indicates that the danger areas are metropolitan 
New York, Cook County, 111. (Chicago area), 
and the entire state of California. Doth of these 
estimates were made primarily in connection 
with major medical, but also apply to hospitaliza¬ 
tion costs generally. 

Problem of Vital Importance 

With the steady and continued increase in 
hospital costs in all areas, the problem has be¬ 
come of even more vital importance for both 
employers and insurers. 

The insurance companies, long cognizant of 
the existence of the problem, have come to rea¬ 
lize the necessity for “doing something about it. " 
The New York Life Insurance Co. is now using 
as a basis for premium rates seven different 
area classifications, which it defines in terms 
of the average hospital semi-private room and 
board rate. The levels of premiums in these 
seven areas vary from 24% on one side to 24% 
on the other side of those for the 4th area, which 
It regards as closest to the median level. 

Mr. Walker declares that the "obvious an¬ 
swer to geographical variations is a straightfor¬ 
ward variation in premium rates; that is, using 
three or four or five different premium scales 
for different parts of the country. Another me¬ 
thod might be to use benefit modifications, either 
with or without premium variations." 

Allowance for Private Room 

Another point to which the variation in hos¬ 
pital costs applies is the allowance for private 
room where the regular benefits are on a semi¬ 
private basis. In one recent negotiated plan, 
the private room allowance was listed as $12 a 
day. The employer contends that the rule is 
that the difference between the cost of semi¬ 
private and private room is paid by the employee, 
but not more than S12 is allowed for the semi¬ 
private. The union interprete the clause to mean 
that the participant is allowed up to aiz a day 
against a private room in any case. 

Inasmuch as, theoretically at least, the pri¬ 
vate room may be below $12 in some low cost 
areas, the variance in interpretations may make 
a material difference. 


Ill 


► 
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ANNUAL REPORT FOR HEALTH & WELFARE FUNDS 

New York State Insurance Department Form Supplements Statement. 



SUMMARY OF OPERATIONS 

I. Contribution! from employer! 

2 Contribution! from employee-member! 

3 lntare!t, dividend! ond reol t!tote net income 

4 Profit on dbpoMil of inve!tment! 

5 IncraoM by odju!tment in oust value! of inve!tment! 

6 Dividend! ond experience rating refund! from in!urance componie! in 
connection witb member benefit! 

Other income-. 


DEDUCT! 

Premium! ond onnuity coii!idarotion! to in!urance componie! for 

member benefit! __ ...—.. t 

benefit! directly provided to member! 

Generol expenM! 

Los! on di!po!al of inve!tment! 

OecreoM by od|U!tment in ouet value! of inve!tment! 

Other: 


Totol (Line! 11-18 Incl.) S- 

Net IncreoM or decreow before reurve! (Line 10 len Line 19) I 

Increow or decreoM in re!erve! for benefit! not in!ured 
Net iiKreoM or decreoM after reMrve! (Line 30 plu! or minu! Line 31) S 


UNASSIGNED FUNDS ACCOUNT 

33 Una!!igned Fund! at beginning of year 

34 Net increow or decreoM from Item 33 above 

Other charge! or credit! to Unouigned Fund! (itemize)i 


Unouigned Fund! at end of year 


Jointly administered health and welfare plans in New York state must file two copies of an 
annual report” baaed on information included in a 20 page 'annual statement” (see 430.0.-47). 
In addition to the copies filed with the state insurance department it is expected that the report 
will be diatxibuted to participating employers and perhapa to employees. Besides a condensed 
atatiment of assets, liabilities and unassigned forms, there is a summary of operations (see 
above) and a report on experience under insurance contracts (see next page). 

(Continued) 
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330.1.-24 
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ANNUAL REPORT FOR HEALTH & WELFARE FUNDS (CONT.) 
New York Sf te Iniurmce Depirtment Form Supplement! Statement. 


Exparianc* Under Inturonca Contract! 

>a>a i »*•» t . ■ », i« . t-. . 
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11. Pentioo or Ratiramant 
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1. Daodi 

2. Coib Dbobility 
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6 Unemployment 
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Pande n a lataaoiant 

Total (par Lina 12. Poga 4) 
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NKW YORIC WELFARE FlfNI) ACT 
Rcsislta.iop And Annual Report Requirements. 


If the bank h('ld* the fund and perfiirma 
f>tncti<ina in add tun to thaaa of a mera custodian 
or dapoBilorv. the fund siiuuld, in the first in¬ 
stance. be registered with the B inking Uciiart- 
ment. Upon ■■u doing, thi* Department will notify 
the insurance De partment of the filing ami the 
trustees of the land will be deemed to have lom- 
plied with the r<-giatration requirements of both 
the Banking anal Inauranie Laws, If thereafter it 
IS determined hat the fund should have bean reg- 
istarad with the Inauranca Department, the Bank¬ 
ing Department will make the naceaaary tranafer 
of the* re-.irda * the latter and the fund will be 
duly notified there if. Until then, the fund will be 
required to deal solely with the Banking Depart¬ 
ment, 


WHEN DOES A FUND REGISTER 

Funda in existenra on Sept. I. 19^6 were sup¬ 
posed to have fiisd their registrations by Nov, 
to. l9Sb. Funils treated alter Sept. 1, 1 9Sf> 
muat ragiatar within three inontha. 

The Welfare F and Bureau. State of New York 
Inaurance Department, 6l Broadway, New York 

N. Y. le headau by Murray Isaai s as Director, 

The employee Weliare F uhI Division, State of 
New York Bankina Department, il7C Broadway, 
New York 7, N.Y. le hesdnl by Edward Fridman, 
Special Deputy $ iperintendent of Ranking. 

Between the two organiaaiions all unions, 
known emiating funds and banks were nuti.ied. 

The banking department notified around I, 700 
funds which bank> in the etate service. The funds 
were requested to return a curd form if they did 
not coma under the act, around I. HOO returned 
such cards. Early estimates indicate that about 
1^4 funds in exislrncs on Sept. I, I 9S6 will be 
supervised by the ranking department. 

The insurance iiepartment sent notices to 
about 1,000 loci.l unions. Early returns indicate 
that appronimately 900 are registered with the 
insurance department. 


INFORMATION FILED 

The banking ann Insurance department regis¬ 
tration forme are identical. A notarized regis¬ 
tration atatement muat be executed by two mem¬ 
bers of the board of individual trustees, pension 
board, committee or other similar body. U the 
board or committee la composiid of both employ¬ 
er and labor reprosontativaa, the registration 
etatemeni must be signed by one from each group. 

Information required in the registration state¬ 
ment included 


1 . Name of fund, year establi..hed. address, 
and telephone number. 

1 . Names and addresses of trustees, pension 
board ur committee member* designated by em¬ 
ployers, labor organizalions or employers and 
other" members. 

i. Oflii er of I nd to whom communications 
should be directed. 

■4. Participating labor organizations. (A labor 
.organization which is a party to, or has partici¬ 
pated in negotiations which have resulted in, an 
agreement or agreements relating to or affecting 
the plan or fund. ) 

Affiliated ur associated welfare funds. 

(An employer wrllarr fund ' which provides em¬ 
ployer benefits for the same or substantially the 
same group of employees, or tor the employees 
>f the same ur a substantially similar group of 
participating employers, or which is administer¬ 
ed by the same, or substantially the same, board 
of individual trustees, pension board, committee 
or other similar body, ) 

6. Number of participating employers. 

7. Approximate number of employees as in 
New Y^irk state and elsewhere (segregated). 

8. Benefits. (Space is provided to check the 
fallowinu types of benefits: Death, disability, 
hospitalization, surgical, medical, unemploy¬ 
ment, vacation, pension or retirement, and 

others".) 

9. Insurance companies, if any, and types of 
benefits included in policiss, 

10. Insurance broker or agent, consultant 
and/or actuary and address, 

11. Bank or Trust Company, if any, appointed 
as trustee or agent, and address. 

Documents Required 

The following documents had to be filed with 
the registration statement: 

a. Plan as amended to date. 

b. Trust indenture as amended to date. 

c. Any separate trust indenture ur other in¬ 
strument appointing b,ink ur trust company to act 
as trustee or agent. 

d. Collective bargaining agreements, or the 
provision or provisions thereof, relating to the 
plan or fund. 

e. Any booklet or other written material de¬ 
scriptive of the plan or fund that is given ur made 
available to participating employees, 

f. Latest financial statement or accountant's 
report. 


(CONTINUED) 





430.0.-48 
1-S7 Reviaed 


NbW YORK WELFARE FUND ACT (CONT.) 
Regigtraiion And Annual Report Rt-q ui remenf. 


Annual 

Two completed annual statement* and two com¬ 
pleted annual reourts must be filed nut later than 
March I >1 rai h year with the New York State 
Insurance Department, Welfare Fund Bureau, 

41 Broadway, New York 6, N. Y, 

The annual statemmt form based on 19)6 

r\ssets Real estate, encumbrances, reserves 
for depreciation, mortgage loans, bonds; stocks; 
cash in bank and office, ■ ontributiona from em¬ 
ployers due and unpaid, total and amounts more 
than two months past due, same for employee 
members, premiums and annuity payments paid 
in advants to insurance companies, dividends 
or experience rating refunds for completeil policy 
years due from insurance companies, interest 
due and ar rued, other assets. 

Liabilities and Unasaianad Funds Non-re¬ 
tirement benefit reserves by line (death, health, 
unemployment and vacatiori)for outst-ndinii bane- 
tit laims and future benefits not covered by an 
Insurance - ompany, retlrainant benefit reserves 
not covered by an insurance company, cofitribu- 
tioas rac eivad in advance of due date, premiums 
and ann ,lty considerations due, general expanses 
due or accrued, other liabilities or specisl funds. 


Summary of Operations: Contributions; in¬ 
vestment earnings, profit on disposal of invest¬ 
ments, adjustment for increace in asset values, 
other income. From the total of the precoding 
IS deducted the total of Freiniums and annuity 
considerations paid to insurance companies, bene¬ 
fits paid dtractly to members, general expanses, 
loas on disposal of investments, decrease by ad¬ 
justment in asset values, una 
account. 

Interest, Dividends and Real Estate Nat In 
cunia A summary of the data required under 
four schedules 

A. Real estate owned Description, nature and 
amount of encumbrances, name of vendor, date 
ai quired, actual cost, rasarve for depreciation, 
value carried in assets (also determination meth¬ 
od), and net ini oma for current and previous 
year, 

B. Mortasaa loans: Location, description, 
name of mortgagee, year given, amount unpaid, 
rata of interest, due data, amount past due, a- 
mount rscaivsd, amount of fire insu.anca on 
building. 

C. Bonds Owned Des ription, vendor, intei- 
ast rata, data, maturity, data acquired, actual 


cost, par value, market value, value carried in 
assets (how determinedly interest received for 
year. 

U, Stocks Owned: Description and name of 
vendor, date acquired, nuinber of shares, actual 
cost, market rste per share, market value, value 
carried in assets (how determined), dividends re¬ 
ceived during year, 

E. Cash in banks: Name of bank, interest 
received, balance, total of bank balances on laet 
day of each month during year. 

Profits and Losses on Disposal of Invest¬ 
ments' Description, from whom purchased and 
date, to whom sold and dste, actual cost, book 
value on date of disposal, consideration, profit 
or loss, 

Incresses or Decreases, By Adjustment in 
Asset Value of Investments; Description, reason, 
amounts. 

Experience Under Insurance Contracts (to 
be obtained, in writing, from insurance com¬ 
panies • to cover latest completed policy year). 

Information by type of coverage # 

Policy year ending (insurance only), prem¬ 
iums and annuity considerations, amount of divi¬ 
dends and experience rating refunds and percent¬ 
age of premium, amount of claims incurred and 
percentage of premium, and outstanding claims. 

The following question must be answered "yes" 
or "no" and "yes" answers must be explained: 

"state whether the amounts in the column 'Divi¬ 
dends and Experience f Rating Refunds' include 
any payments, direct or indirect, to any person, 
firm or corporation other than the policy holder." 


Commissions and Allowances Under Insurance 
Contracts (to be provided by insurance company) 
covering same year as experience report 

Information by type of coverage:# 

Name of insurer, names and addresses of 
recipients of commission and allowances, com¬ 
mission and allowances (separate) by amount and 
percentage of premium. 

Footnote: 

# Life, accidental death and dismemberment, 
cash disability, major medical, medical, surgi¬ 
cal, hospital, other coverage, pensions or retire¬ 
ment, and total. 


(CONTINUED) 






Ni:w YORK WELFARE FUND ACT(CONT.) 
Rcfristradon And Annual Report Requiremt-ntb 
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b. .-Oil minuti .1 kept of such meetings? 

■ I a- any amendments or 
been ir de during the . urrent fisi al year in (a) 
the types and amount* of benefits pr.ivide-l by 
the fund. th. term- of trust indentures, (c) 
p. rt fit-nt pr..'-.-ions ol ■ olle. tive bargaining 
y r-er»!<''it § , ind (rf) any df s.-r ijiti ve booklet., or 
other similar written material given or made 
ava.lable to employee-niember 11 to, have 
opies oi ail such amendments or other changes 
been filed with this departiiieiil : (II nut, attach 
copies t. this Annual rtatemenl.) 

.. Ar- th I member • provided with a written 
dr riplion >1 the benefit:, and eligibility require¬ 
ments 

‘1. If briiefils are lovered by io-.urance con¬ 
tra- ts, were the rales and < oridiliuns in such < un- 
fcists subject to < ompetitive bidding' 

I'O Is a health i enter maintained by the fund? 

11. Ilow olteri ar. the fund ai counts audited by 
•- certified public ai ' ountant 

12. Explain how the "Annual Kepurt, " filed 
.r: ... rent;-,' with thi. annual st.ctement, will be 

n sde available to -•mployee-membe r v, . ..nlri- 
butiny employers and participating labor organi- 
z itiona, 

1 i WrTr any loans made during the year to 
tr Iters, offoers, admini 't rator s or employ ees ? 
If So, liy.t i-a. h sio h per- 'll, the .‘..cle .ind amount 
of each loan made durinp the ye.ir, and the balance 
unpaid at the end .vf the current year. 

14. Doe!, the fund hold invc.tments in the secu- 
rit;--~ or other propertie- of any c! its contributing 
employers ,t po.rtii ipating labor .rganiration - ' 

If so, .pec ify . 

15. a. Hi w many -.ignatur. • are required on 
fund I her k s ’ 

b. I.. it required that a truoter designated 
by the cnion ior employee.-) and a trustee desig- 
nateil b', the '■mployer.'. both 'ign fund checks 

Ifi. V^err .iny of the reiipienis of i ommi ion 
.i-4l allowances shown on Hage 9 related through 
blood or inarriage or associated in any bu.mess 
endeavor, profession or other occupati^.n with any 
fund trustee, administrator, offn er, or union 
official ll o, give details, 

17 iVere all stocks, bi.nde and other invested 
. exhibited as a.sets herein, in the actual 
p ion ind in the name of the fund ' If not, 

explain fully. 

1 ■■. Were any of the stocks, bond.- or other 
assets of the fund loaned during the year covered 
by this statement'' If so, explain fully. 

19. Is the administrator of the fund also em- 
plo';ed by a partw ipating labor organization or .i 

■ntribiitiiig employer ' If »<•, in what i .ipai ity ■' 

20. Are any paid rmployec - of the fund als.- 
employed b-, a partic ipating labor organizatiri.n o.' 
a . ont r >'mg employer '' If in what cap ■ il-. ' 

(CO.STI.NUKD) 
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21. 0**crib*or ••pUinih* aci larUl. •lailiiicAl 
or otlior molhoda oood ui Iho conripololioa ol Iho 

rooorvoa 


AUO ME 

1. AoohoI Roporl ao Pago )M.1.<2). 

2. Sopplamanl To Annoal Staiamani lo ha 
complalad aod filad not Ular than May 1, 

hy rioda which giaai paaaioo or raiirrtaaat hana 
fila oM covarad hy loauraoca comply on Pag# 

I M t 
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S T I) l» K N SI < j'iSSts t C 

A cuMPi.in'F: pension plan sf:kvii:f: 

LEO FRENZEL 

i r* ■ »(<-. : H . 

DBS MOINES 10. IOWA 

Das Noinaa, Iowa 
January 18, 19S7 


Nr. Blnar Nohn 
Aaaiatant to tha Praaidant 
Intarnational Taaaatara Onion 
2S Louialana Ava. N. W. 

Waahington, D. C. 

Daar Nr. Nohni 

I will bain Waahinfton D. C. about Pabruary 7 , 
1957* I would lika wary auch to aaa you whila 
thara for a faw daya. 

Racfintly, I caaio acroaa a vary unuaual 
induatrial procaaa that will craata a by-product 
in tha trucking induatry that ia capabla of 
producing aiilliona of dollara of additional 
ravanua. Thia aionay could vary aaaily ba divartad 
for panaion and walfaro purpoaaa by tha Taaaiatara 
Onion bacauaa it raquiraa no capital outlay for 
tha aaployara. 

I will call you froai Waahington for an 
appointawfit. 

Sincaraly youra, 

- • s' ^ 

Lao Pranaal 

LPibl 


J I 








Januamt 18, 1957 


CiNAR 0. Monr, Assistant to tnc Gcncral Prcsiocnt 
InTCRNATIONAI. BatTNCRNOOO Of TCANSTCOS, CNAUffCURS, 

Warcnouscmcn |i Hclrcrs Of Ancrica a. F. or L. 

25 Louisiana Auinui, N. W. 

Wasninoton, 0. C* 

OCAR Ml. Monii: 

As Cnairnan Of VCUR Intcrnation Union*s Pcnsion Stiiov Grour, you no ooust 

MILL Of fACIO WMN ^NC RRORLCN Of SCLCCTINO A RfNSION CONSULTING fIRN 
TNAT MILL RROVIOC YOUR OROUR WITH TNC HCCCSSARY TCCNNICAI. ASSISTANCC IN 
CRCATINO AHO OCYCLORINO a RCNSIOH RLAH TNAT WILL NCCT TNC RCTIRCNFNT NCCOS 
Of RART 1CIRATINO NCHNCRS. 

RaYHOMO HAOC 4 CONRANY, InC., HAS NAO VARICO CXRCRICNCC IN SCRYING AS GROUR 
INSURANCC AHO RCNSIOH CONSULTANTS TO HAHY TRUSTCCO ANO RURC GROURS THROUGH¬ 
OUT TNC COUNTRY. Mt ARC RRCSCNTLY SCRYING AS CONSULTANTS TO TCANSTCRS 

Joint Council 83 of Viroinia, Tcahstcrs Joint Council 84 of Wcst Virginia, 
Richhono Barcry Worrcrs, Cunocrlano Tcahstcrs, Hagcrstown Tcahstcrs, Wnccl- 
IHG Tcahstcrs, Johnstown Barcry Worrcrs, Wcstcrn Marylano Builoing ano 

TrAOCS ano a NUL*ITU0C Of OTNCR YRUSTCCO RLANS. WC ARC ALSO SCRYING AS 
CONSULTANTS TO SUCH fIRNS AS WNCCLING STCCL CORRORATION, Li■■CY-OWCNS-FoRO 

Glass Conrany, Goooycar Atonic Corroration, aho othcrs. 

Ouo fIRN It CONROSCO Of NCN WHO HAYC HAO OROAD RCNSIOH CXRCRICNCC AHO, 
COORLCO WITH THCIR fORNAL CDUCATION, HAYC RROYCN QUALIflCO TO RCNOCR CON- 
RLCTC ANO CONRCTCNT RCNSIOH RLANHIHG SCRYICCS. WC ARC CORCCIALLY RROUO TO 
HAYC ASSOCIATCO WITH OUR fIRN Ml. SaNUCI. A. MiLLCR, ACTUARY ANO A FCLLOW 
Of tnc SOCICTY Of ACTOARICS. Ml. MILLCR NAS HAO HORC THAN TWCNTY-flYC 
YCARS Of CXRCRICNCC COYCRING THC CHTIRC OANUT Of RCNSIOH RLANHING—f RON 
ROLICY fORHULATION ANO INRLCNCNTATI OH TO RRORLCNS Of AON INISTRATI ON ANO 
OCNCfIT RAYNCNT. 

M WOULO ARRRCCIATC AN INTCRYICW WITH YOU fOR TNC RURROSC Of DISCUSSING 
OWR RCNSIOH SCRYICCS AHO TNC COST THCRCOf. I WILL CALL YOU WITHIN TNC NCXT 
ffW OAYS TO RCQUCST AN ARROINTNCHT. 


SiNCCRCLY YOURS, 

RAYMOND HAfdL a CCMPAKY, INC. 

y. ^ — 

. rwON' ■ . 

I '■ N 
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NCALTM INSUMAMCe PLAN Of ONCATCP NCW YORK 7 EAST IXTh STREET NEW YORK 3 N Y 


Yebruar/ 20, 1956 


Dear Sir: 

I think you will be interested In this reprint 
dealing with a topic of coneiderable current interest. 








y^pp<«itina to propaid iitMip prarticf 
hoollh ploM hM raiarti one prinri 
pal otttry. teat* (artuMU la orianiwd 
aMdiriw la particular have brea lajriai 
that vuluntarjr, grnup prarticc, prepay 
manl health plaaa deprive people ol the 
oppiirluaily freoly to rhooae Iheir dor 
ton 

People who lay thit leem to aaiume 
that il everyoae ta "(ree" t> go to aay 
lieaaaevl phyiiciaa he happe t to chance 
upoa Ihea high i|uality nedical care 
tor the popiilatioa will reoi.lt 

Such aa aaauaiptloa will ivil iland ex 
amiaallon Ail iKaniad phyiiciaiii are 
he no iwoooi aauane ahta, nor oauatly 
ton*«towi«owt tear da lay piapla have 
any moaiif or ludpinp, Indtvidwatly, 
which daclan ora campataiii and ahio, 
and whMh ara not. Oaly the experieace 
•I illaeaae* artuolly treated ran give a 
haaia for luch ludgmeal to I he average 
Amaru an family Sometimei luch ex 
peneme mi aa exceedingly roatly way 
of acquiring the linowlodge upon which 
lataliig'ni "fraa rhotee - of dortori ran 
he hand 

The lart m that only a iniw'r fraction 
of ihe lamiliet of America ha c. today 
the aaaoclation with a phyaicion that la 
referred to aa a "family dorl w” role 
iMhahip An even amaller frection of 
the familiea of Ainenca con afford to 
pay for orodern medical rare on the tra 
Atiooal emergency lee lor aervire haaia 

eeea if they know which d‘«tor to 

There la. however, a way la which the 
pawple ran he aaaiited in rhooving the 
heal of (hwtori for the rare of their lain 
Ihea And there arc wayi in which they 
ran put ihemaelvei in pnaition to pay 
foe high qimlity medical rare 


Chaaio Van* Oaaiar Wliaty 

Thoao heal able to |udge the ikiil and 
ability of phyMciana are phyiriaoa 

thaaaooUea 

Beery properly organued prepay neat 
groMp practice health plan in the Ut ited 
ilaleo ohaerveo high itandardi la the 
lelectiaa of ita medical ataff Moat >uch 
pfaaa have adviaory hoarda iif einmeot 
phyaicmoa me' aaaoctated with the plan 
who paia open the profeaeiooal iMmpe 
tewre of dactori applying lor affili ilioo 
wdh ihe plan It w the hwaioeaa of i‘-eae 
hoarda a^ of the voloatary health ler 
ewe plaaa lo atnhe iree rhoara rtally 
iwean Himririirit 

It aaoheo little differeore how tiieo- 
retieally ''tree" oae aiay be to rh»aaa 
awe af aeveral roada at the rroaa ma la. 


He la only actually free whin hr hai 
briowtodaa of the heat road to take to 
reach hii dealinatlon and freedom to 
take that he«t road 

Ona af Ihe haaic funcliana of coopora 
llvo-lypa eroop-pr.clica plana ia lo hatp 
poopto chaaae ihoir doclora wiaaty 
Another haaic function of lUch plans 
la to enahle Ihe average family to pay, 
on an orderly budgeted baiii, for the 
■ervicea of the dortori which they need 
"Tree choice ' means little, after all. un 
leaa one can pay the doctor after he has 
rhmen him Prepayment makes this 
piiaiiibir 

Far from rratricting freedom, there 
fore, voluntary prepaid grnup practice 
health plana greatly broaden its scope 
by enabling their members to choose 
then doctors wisely and to pay them for 
then services The factions who attack 
and oppoae such plana neglect a number 
of important facta 

Voluntary Association 

First of all. no one is required to be 
come a suhacriher or a member of such 
a plan And no family or individual 
need continue his membership for a sin 
gle diiy longer than hr desires to do so 
Tho osistonco of such ptans simply ox 
lends lha field of froo choice hoyond 
what II would bo withaul thorn. The pea 
pie of communities where such plans are 
IP operolion have all the scope of choice 
of doctors that exists in other commu 
Pities plus the opportunity to choose 
the group health plan and its doctors if 
they deoire to do so 

I'ooperative health service plans are 
an aaaerlion of an old. old American 
freedom That la, the freedom of peo¬ 
ple to join together to provide for needs 
which ihey cawnot meet effectively as 
individuals 

Doctor Has Mare Froedam 

iacandly. fram tho doctors point af 
view as wall, tho vatunlory group prac 
Ilea propaymani plan hioadons tho scopa 
af fraadam af choico. The competent 
phyairian who wants to devote himaelf 
eirlusively to the proctire of modem 
medicine can aaaociote himself with such 
a plan 

If he does ao he la freed from the 
burdens of financial worry Hr has an 
aaoure I income He need not go into 
heavy debt to equip an office with ex 
pensive devices eaaential to modern me 
dirine. which may in individual practice 
be used only a fraction of the tune He 
ran have real "time off" since when he 
la relies d of duty others on the group 
health l«am will be caring for the pa 
tients 


But there ia nothing to compel any 
doctor to associate himself with a group 
practice prepayment plan He ran, if 
he chooses, continue in solo practice 
His range of choice is simply broadened 
when a group health plan is established 


Opposition Would Rostrict Fraadom 

Should the opposition of reactionary 
elements in and out of the medical pro 
fession succeed in destroying all volun 
tary prepaid group practice service 
plans, the result would he a severe re 
striction on freedom of choice 

American families would be denied 
the fundamental right to join together 
to solve their number one financial 
problem- that of how to pay for modern 
medical care. Their freedom of choice 
would be limited to payment on a fee 
for-service basis for emergency services 
of solo practitioners and specialists 

Their access to wi.<M‘ guidance and help 
in making their choices of physicians 
would be cut off 

Their freedom to work out ways to 
pay the doctor for his services, to con 
trol the coats of medical care, indeed 
to do anything at all about the economic 
problems connected with medical care, 
this freedom would he destroyed 

And those doctors who are doctors first 
and enterpreneurs second, those doctors 
who love their profession so much that 
they desire to devote all their effort to 
It without irrelevant distractions would 
be denied the right to get rid of those 
distractions and to free themselves for 
the practice of their profession 


Real Frao Chaica 

In sum. then, the development of vol¬ 
untary prepaid group practice health 
service plans in our country extends raal 
fraadom of choico both for palionts and 
for doctors. It does not restrict it It es 
tablishes a new field of freedom of 
choice- -choice between solo practice and 
group practice 

And it is an expreasion of the basic 
rights of free men and women to ex¬ 
periment in the solution of their life 
problems, and if they will, to apply the 
principle of mutual aid to these solu 
tions 







HEADQUARTERS 


I 


THIRD AIR FORCE 

of tl'f* .'ur^e'>n 
AP'' l-'5, J'fiv »’orV-, 


"r. 

Lwltiwi* 


war Mr. 


all ♦.h« orr.'ir^ TAMon rr^*' 70 U havr been 

faclrr, T an ’*■ 3 ' -ra'rr*'^ for '- ijr r*e r,*. letter ar.i regret 
alneoroljr that y 'tr "nion n^a not oi-'^rate a Kedical Car" 
proitra- for 'ts 'S.--- ■— -ilJ ha ’’*' liked to have 

bain ass'^cia' j*-. 1 "—a ever plan one, T vo-.l I 

ar»pr*cla** “'•i*'.- •r nini. 

"^lan'. VMi for v«"r cetior •’;i offer "'f h’lp, and I oar 
otIt say that T hi e -'orres’■'■nde 1 rS’.h Jr. ^^rant dkimior, 
"'ovwr, of ti'.e a..h^n-tor. 3ta* ■■ iealth Wnartawnt, 

Saat^Ie a. '’-t.' err.tnr j'.'3:**bl- '>n.lo-'nent and vfi‘h TV. Fargher 
•f the Tao'nna-Petr:e Ileal*-. >iapti«ent in Tacona, but 

nothing concrete lao Je olofe.i *0 la* a. 

‘'rs. ■'-us* aaked * ' - *■—' *' pou and your 

i?ooJ wife. 7 ioiov we are all rra'eful that general Jenson 
haa flnall" -ale ;i roo i recover-', an. we ar" looking forwar 1 
to seeing thep alT till 3 s’rrer. l.-.rk you again. T am, 

?*OB- si'“''Tel'" •''eirs. 


i e . 


•• 'MJI 

lolirel, "lA'’ 



labruary 10, 1956 


y 

\ V>«». i-.-v'S 

X 


ColoDsl Cbarlai H. Morbouaa 
Off lea of tha Surgaon 
APO >25 

Naw York. Naw York 

Daar Coloaal kforhouaa: ^ 

\ 

Bacauaa of a dalay in m/ eom^g •fAi, 1 did not road your 
lottar of January 7 uo;^ «gc.. llan^o, iho iapaa 

A tima in writing yov/. \ X 

i \ 

1 caa wall undoral.vn^tUo doa>yt of you and your fainily to 
oaiabllih a uyrfTTt, and 1 ikall ba kappy to ba 

of whatavar/^aaiatanco 1 can to thla and. Our Toatnator 
organiaati.xi doaa not liava, ailfaar on a local or Intornational 
laval la thoViorthwaa^ a madical plan in connection with which 
wo uao a dotN^roa^r*!- courao, aa iha pationta aolort thair 
own Diodical caro. 

Porhapa you will writa mo and lot mo know what 1 may ba able 
to do aa to your locating In tha northwoat. If you have any 
Idoaa, lot mo hoar thorn. 

With warm rogarda to you aad your family, 1 am 

Slncoroly youra. 


DB:aw 
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THIRD AIR FORCE ^ 

Offic* of th# 3urg«on 
Ah’O 125, K«w Yf rk, ?'«w York 


7 January 1956 


Kr. jtivid Back 
Pr isiuant 
Toanatara Ution 
.aahlDgtOD, L. C. 

L/aar 1‘r. Saoki 

1 know ‘hat I aa praauating on a vary alight acquaintanca with 
axki on your frian^shlp vith my fatliar-iri-law, Gar.«ra^l Danaon, 
to raquaat sjaia Infonfiation, K-t j. know of no othar . ourca. 

I’noar [raaant rt-n^Jaticna of tha L'nltad Stataa Air I'oroa, I am 
ili,[lt..a lor ratlra-an': an.i w->ula Ilka vary much to r'aii.a in a 
eoBNiovlty ub( ra 1 can bacoaa a full a-imher of American society and 
build a hoaa that will ba ours for Dora than tha faw yaara ua hava 
bean abla to aattla Jown whlla in the aarvlca. Tha northwaat appeals 
to all of us var'» much. Mv Inquiry is as to whathar or not Taamstars 
Onion 2 uaa a aadlcal cart plan ior its 'raml'ers which could usa ay 
aarvloaa on a fu.l or rarWtina IabIs. 

Hy aducatioii ani I'urran'- backt^rourv.. is briefly as follows: 

Graduate of a h'aw Y. rk atata high school. 

Bachelor and Hastorc Lagraa from Prown University, Frovldar.ca, 

Hhoua Island. Inntructcr Loiilgh Iniv-rsLty om year. 

woctor of Haolclne from t;;o Uiiverslty of Vamort, followac by 

an internship in an Aray Hospital at Port Gam Houston, lexas. 

Maatar Pulllc llaalth, Harvan. Lnlversity. 

In 1933 I sarvad wltii tha CCC anc. took a regular conLiiBsion 
that yaar, ra..lcwing which 1 was at varioun stations an3 schools 
until I transfarrad to tha Air Corpa in 1936. ^a wera ordarou to 
tha rhillp.lna Islands in 1940 an.i I cams out aftar tha war startad 
with Ganaral MaoArthiur as nls alda and family aortor. 1 srant most 
of tha war in tha Southwest faclfic araa, anc on my return co:araanJad 
a thrua ‘bousand bed hoiipital an i air avacuation center on Long Island, 
ntil I entared ilervard School of Public Health in 1946, from »Aich 
a Maatar af Public Health Degree was received. After ‘enching at the 
School of aviation Hadlcina 1 was detailed to rehabilitate and operate 
a thoueaad hedboapital at Sampson, ''aw York, and the:, came ovarseaa. 


T I 
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w^dcl. n«xt Au<^;'t, is 

Jurgooii of t-h* Third Air ’’orcc, and an such aa rscronaitl* for 
all daflra*lv“ ai«uinal car# 'or ailitar.. t •rnoi.r.Bl ar.j +^,hair 
dafora.ants in thn Lnltac iln,:c.oa un*- Jlorva^. Our ir.r.ual aauloal 
budget It r roxlraies two ■llliC'r. viollarsy lass salariac for 
■iiltary 'irionnal aa.iiyn'Q to tha *i. iical aapartrs nt, o' whom 
thara ara aoae al htaan h.indr^d. 

I aa a J'.artar Kaabar of th« a;r.-^ricar. T )ar J of l utllc Health 
and a yo'uviinr Maalar of ti.a aaarlcar. T .ir’ of Aviation Hao.icine 
ary; faal that I I’jiva a-u axoallan* hack,;rouna in hoPvitai ad-TilnlLtra- 
tion, aa wall as in ^.r-ivantivo an.: Industrial madicina. 

1 u-oul: aost ai j-raciativa of any infonatlor. you can ,;ivc 

aa. irtercu* in yo^u* -irganlratlon is haard on tho well pstat- 
lishro rap''*.i* 1it hr.3 for . "i''iancy, loyalty, nnd cooptrativa 
sflrl‘, as well aa t .i; i''Tc,_;rit" of Its coi.iro:lin,’ officers. I a-a, 

>ojt .incercly, 


Colonel, i.'3Af’ (I'.C) 
Jugaon 




Offle* af tb* S .rfMn 
APQ L25f York, haw Tark 

7 January 1996 


Nr. Darld Baak 
PraalJant 

Taaaatara Ualan 

aashlaftaBi C. 

laar Nr. Baaki 

X anaw that I aa praaualof an a vary allfht aoqualntanoa with 
yau aao an yaur friandahlp with ay fathar-lo-lau, Canaral I anaan, 
ta raquaat aaaa Infaraatlan, but I koaw of na ethar saurca. 

Uadar praaant ragulatiana af tha Dnitad Stataa Air Forea, I an 
•lifibla far ratlra-iant anj waulo Ilka vary anah ta raalda In a 
eaiLaualty whara I aan baaaaa a foil aanbar of Aawrloan aaoiaty and 
build a haaa that will ba aura for aara than tha fau yaara -a haaa 
baaa abla ta aattla ilawn whlla in tha barvioa. Tha narthwaat a^paala 
ta all af ua vary auah. Kr inquiry la aa ta wtiathar or not Taaaatara 
Dnian baa a aadiaal oara plan for ita aankara uhioh eould uaa ay 
aarviaaa an a full ar part-tiaa baaia. 

a<i«eatian anj aurrant baakfraunu !■ briafly aa fallowai 

Qraauata af a Raw York atata hifh sehaal. 

Baanalar and Naatara Lagraa fraa ^‘awn Dnivaraity, ProvlJaraa, 

dhada lalaad. Inatructar lahigh Qnivaraity ana yaar. 

uaetar af Nadiaiaa fraa tha Dnivaralty of Vamont, follawad by 

aa intamahip ia aa Aray Haapital at Port San Houatan, Taxaa. 

Naatar Public Haalth, Harvard Dnivaralty. 

In 1933 X aarvad with tha OCC and taak a ragular ona-nlaaioa 
that yaarf fallawiag which I waa at varlaua atatlana and aahoala 
■Dtll I iranafarrad ta tha Air Carpa in 1936. Wa wara ordarad ta 
tha Phllipciaa lalanda la 1940 ani I oona aut aftar tha war -^tartad 
with Qaaaral NaaArthur aa hio aida and fanily doatar. 1 arant -aoat 
af tha war la tha Saothwaat laaiflo araa, and an ay rattim eoanandad 
a thraa thauaaad bad haapital aau air avaaontlan cantar an Long lalaad, 
until I aatarad Harvard Sohoal af Public Haalth la 1946t fraa uhlah 
a Naatar af Puhlla Haalth Dagraa waa raaalvad. Aftar taaehlnr at tha 
Sehaal af Aviatlaa Nadiaiaa I waa datallad ta rahabllltata ana oparata 
a thauaaad bad haapital at SaapaaUf '^aw Tark, aar. than oaaa ovaraaaa. 
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Mr, Cavld B«ak ^ January 1956 


lly pr*Mnt uaisBMntf whlah tarmlaatai n«xt AufUat, la 
arfaa* af tha Third Air Faroa, and aa auah aa raaponaltla for 
all daflaltiaa aadiaal aara far ailltar/ paraaruial aad thair 
dapaaiianta la tha Uallad Klandaa aad Naraajr, Our aanaai aadiaal 
. * appraiciaataa twa ailllan dallarai laaa aalarlaa for 
aili^ary paraanaal aaalfnad ta tha aalleal dapartn'aii af ahaa 
nhara ara aaaa aiftitaan huadrad, 

I aa a Chartar Naabar af tha Aaarloaa Board af Fublio Haalth 
aao a Fauadlaf Maabar af tha Aaarloaa Board af Arlatian Nadloioa 
aar* faal that 1 hara aa azeallaot baakgrauad la hospital adalnlatro» 
tioa, aa Mall aa la pravaatlaa and loduatrlal aadlclao. 

X would ba aaat app:roalatlfo af any lafansatlon you oan glva 
aa. )|y lataraat la your orsanliatlon la haaad oe tha wall asta^ 
liahad rapotatlaa It haa far offlolanayi loyalty, sad eoaperatlva 
aplrlt, aa wall aa tha Intafrlty af Itn oontjralllof; offleara. I aa, 

Moat aloaaraly. 


C'.-AXLES H. NOmOUSS 
Calaoal, USAF (NC) 
9ur(aaa 
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fort California Group Tlalon Plan 
Box 1376 TSaplabar 6-3749 
Oakland, California 11/14/33 


lA Marthwood DrlTa 
Orlnda, Calif. 
CLlfford 4-4341 
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Inaludad aaong tha nanj lagor, bualnaaa ond goTarnflflBinl.MBaBi- 
■atlona taking adrantaga of tha California Group Tlalon Plan ara a 
nuabor of Toaaator unlona In Tarloua parta of tha Bay Aroa, H. 

Tamon, union official, onnounoad todaj. 

Californio Group Tlalon Plan, a non-profit organisation, otraaaoa 
oonploto Tlalon oara rathar than apaotaola aalllng and offora partlol- 
panto tha nanj benefita In ooat and aklllad attention offered bj auoh 
a group operation. Tornon oxplalnad. 

IndlTlduol unlonn of tba Taanatara juat algnod up with the Tlalon 
Plan inoluda the Retail DailTary urlrera Local 386» Oakland, Uilk- 
eagon DrlTora Local 3G2, Oakland, Teaaiatara, Chauffaure, v.arehouaeaan 
and Halpara #363 ia i>enoj tha Seat Baj AutonotlTo Maohinlata i^oal 
#1346 In Oakland; Chauffaurat poat 9R3» Oakland; General Truck 
DrlTora of Contra Coata Countj, ilartlnos and Rlohaond; Toamator 
AutoBotiTo ifiaplojeea, Oakland; and auto 4 uhlp Palntara 1^1176, 

Oakland, juat to naao a foe. 

In addition, thouaanda of othera, through their aunlolpal, atato 
federal or prlTato bualnoaa orgunlxatlona hoTa olgnod up with the 
Tlalon Plan In recent eooka, Jonald R. Jodd, ozooutlTo aoorottiry, 
deelered. 

”Thla plan proTldea that ■anbere and ooponaonta naj raoolTo 
couaplata Tlalon care fron a oerefullj-aeleotod panel of profoaalonal 
optonatrlata,* Dodd ozplainad. "^^errlooa arc rendered on a definite 


group fee boole end anj natorlala auppllod are at laboratory ooat 
prloee, the produota of aklllad valoa toohnlolana.* 

# # # 
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INSURANCE BROKER 

'^p^rUltting In Waifarv snd Plant 

a O a OCNNV WAV 

ScAmc B. Waxkinc'ton 


Ddm*lb f. Cvujmm 
OM SbMt 

Sam Fkamcsko 8, L<. ^Mun« 
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Mr. Zave Book 

IOC Indiara Av«riu< :.*U 

* • I <*1 .» C« 


Zmar Davai 

Ir, th8 latest issue of the Internatlor.al T>eA.stpr 1 read, with 
a great deal of irt^rest, tre article on the foutbem 3onfere ica 
Meting and 1 notlcwd t. at liealth ar S '^Ifare plans i*ere on the 
a^'enda for diacisslcn. 

i^«e tho'ight occurrea to la t. at i r.i|i;ht be of s^ ass-stanc-e to 

the Southern Oo:.f>:enoe With the e/d^eriance I have gained as 
Broker for tha ''est-'rn '^onf ranoa. It is qui*e possible I c' Id 
adviaa than ao that tie laistaAeB we ;naoa originally In the Western 
Goaf- ranca ci^ald be avoided. 

'•■■w do not nlaunu-rstand ree. 1 have no ueslre to be the Broker or 
partioipata In arrv cur... ss.-.-.s from the Southrm Cciiferenca, but 1 
w Id like to vlunteer iry services at ro cost to a;^one, If they have 
another diaouasion on ti.is r.attnr at their next rwetlng, 

I oalled your office in Seattle to tall you abc\it this but learned 
that you had left for the Sast. With kindest personil regaj ds, 1 an, 


tmj7 truly yours, 


/ 




OCNivh 


George C. Newell 
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May 6. 1955 


Mr. Rarold J. 01bt>oaa, Sacra tar jr-Trpaaurar 
(antral Confaranca of Taaaatara \ 

1137 Pina Straat \ 

9t. Loula 1, Mlaaouri \ 


Daar Sir aad Brothar 


Thm aacloaad phot 
aboaa-captloaad i 



T^k^ard R. Maldingar 
^ South Brook Straat 

Loulaailla 8, Kantucky 


and approprlata a^Mon 
• 1th baat /‘tahaa, 1 FavSin 

fratarnally youra, 


py>oz a lattar from tha 
to you for conaldaratlon 



Robart L. Omban 
Aaalatant to tha 
(}aaaral Praaldant 


RLO/alb 

Rac. 
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May 4, 1955 


Peraonnel Director 
International Teamatera Union 
American Federation of Labor 
Waahington, D. C. 

Dear Sir: 

Wo are working for a client who deairea 
to provide penaion benefita for hia employeea. 
Some of hia employeea are membera of your 
organi4ation. 

Would you be kind enough to tell ua the 
type penaion plana that are normally being 
uaed for membera of your Union? Any infor¬ 
mation along thia line will be greatly appreci¬ 
ated. 

Youra truly, 


T. rna - 1 K . M' i 

BRM:yq 
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PROM: Edith Ollson L0^-0800 FOR: Oroup Health Insurance, Inc. 

Blalne-Thonpson Co., Inc. 120 Wall Street, New York City 

23% W. %%th St., NYC 

VOLUNTARY INSURANCE REPORT ON HEARINGS INDICATE 
CONSUMER NEED FOR BROADER MEDICAL COVERAGE 

Group Health Insurance President Reveals Plan In Offing 

to Provide Complete Payment of Doctor Bills for Out-of-Hospital 

Care 

Broader medical care Insurance plans are desired by voluntary 
Insurance subscribers, according to a summary of hearings on "Public 
Preferences for the Extension of Voluntary Health Insurance" 
reviewed at a luncheon at the Harvard Club Tuesday, April 5th. The 
luncheon was sponsored Jointly by the Columbia University Institute 
of Administrative Medicine and Oroup Health Insurance, Inc. Present 
were many of the witnesses who appeared at the hearings held on 
February 2nd, 3rd and %th, spokesmen from managoment and labor 
groups representing more than one million employed Individuals and 
their families. Members of the hearings panel were also present, 
consisting of physicians from the Columbia faculty and laymen from 
the OHI Board of Directors. 

The luncheon was presided over by Dr. Harold W. Brown, Director 
of the School of Public Health of Columbia University. The speakers 
were Winslow Carlton, Chairman of the Board of GHI, Dr. Alfred P. 

Ingegno, representing the Co-Brdlnatlng Council of the Five City 
Medioal Societies of Greater New York, Dr. E. Dwight Barnejtt, 

Director of the Institute of Administrative Medicine, and Arthur H. 

Harlow, Jr., President of GHI. 

Mr. Carlton offered a brief summary of the February hearings (77 
page report available on request) which demonstrated "that the pre¬ 
ponderant majority elearly desired complete payment by the Insurance 
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plan of thf iicimtfr hlH,” The mnjor testimony Indlcatud nood for 
brooder eovungc with omphaala on free choice of doctor, coverage 
of eoata of minor '’everyday” ills and diagnostic services as well 
aa the major ailments in the "catestrophlc" category. 

Dr. Barnett follow^.d with an analysis of the hearings from thy 
viewpoint of the m.dical administrator In the Hold of public 
health. Ho said that one problem wua thu nood for tho "purveyors of 
•orvlce to undarstand their role In aorvlco plana." "Is group 
practice tho only answer?" he aakad. A number of subscribers to 
group practice plans tend to go to their own family doctors In 
addition to subscribing to plans such as HIP, he stated. "Wo ought 
to try to develop tho greatest values of both group practice and 
family doctor practice - - th^y ar.j not Incompatible." 

ReprosontIng thi. Five County Medical Societies, Dr. Ingegno 
emphasised the medical professions' continuing interest in plans 
providing benefits offering complete payment of doctor bills, "The 
medical profess Ion,..will continue to put itself at the service of 
the public, and will continue to offer Its experience, advice, and 
leadership In ruallslng by voluntary methods the beat that Is possi¬ 
ble In free choice medical care insurance." He stressed the signi¬ 
ficance of allowing the employed or union member to really have a 
choice In deciding whether he wants a rostrlctod-ponol typo of 
coverage or free choice coverage. Thla la "actually domocracy In 
action", the doctor said, 

Mr, Harlow, GHI President, anld that GHI la "almost ready to 
launch a new, \ory broad, out-of-hospl ta 1 medical care plan." Thla 
plan will by based on the major desires oxprossed by tho buyers of 
such insurance as disclosed by the hearings, ho remarked. The new 
broader coverage plan Is presently before tho medical societies for 
their consideration and will be presented to the public shortly. 

He expressed the hope that tho now plan could be mode available as 
a parallel to closod panel practice so aa to give subscribers their 
choice* 
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f-Y- FRiT' PRCK iFiIrP SLVKAPY OK HKPORT N' ?FB. HF.ARINOS ON 
THF f'TDiFION OP VO'^UNTARV hKALTH - APRIL 5. 1955 

*lnsljw Carlton Chairman, ---idrO • . Directors 

Group Health inf irance, Tno. 


My function here thl? afternoon Is *r summarise In ten mlnuteo the 
teatiaony presented during ten hour.i tf hearings on how the buyers would 
like to see health Insurance extended. 

It should be noted that the witnesses come from organizations repre¬ 
senting about a allllon employed people. They reflect a very wide variety 
of economic and social conditions. Every type of available health Insurance 
or prepayment program la found among tnete groups, although, as It turned 
out, a higher proportion earn' broad-scope coverage than would be found In 
a true cross section. 

9 of 1 he 16 wltrjesaer replied directly to this question, "What la the 
relative pcaltion of heaith Insurance In the over-all security picture as 
management 3r labor aeea It?" 8 of the 9 Indicated that health insurance 
ranka high In their security pzograms. Altogether, the consensus by over- 
whelmlne majority wan thet health innuram^ todav occuple«< a very Important 
, lace *' tne n .. j of \ laoor ind man<i, ricnt 

The second question put to the wltnenaes was. Which kinds of health 
services not now generally covered are people most anxious to have (e.g., 
general care, or catastrophic coverage, or dentistry)?" All but one witness 
spoke directly to this point, the exception explaining that the groups 
with which he was associated had entered the health Insurance field too 
recently to have begun considering any extension. 13 of the remaining 15 
witnesses stated. In cne way or another, that the demand for coverage 
beyond what might be called basic American h«Qth insurance, namely, 
hospitalisation plus surgery and In-hospltal medical care, was for general 
medical care; tnat la, for physicians' home and office services, consul¬ 
tations, and X ray and laboratcry tests. Several witnesses who gave that 
opinion added that medlcatlona and extended hospitalization benefits con¬ 
stituted the next most desired coverage, but an equal number Inalcated that 
dental care stood second In line of priority. Of the two who did not name 
general medical care as the first line for extension, one stated that he 
and his organization valued dentistry above additional medical benefits. 

The other witness took the position that the soundest and most needed type 
of coverage was for catastrophic Illnesses, the kind of plan now usually 
referred to In Insurance jargon as major medical'. It Is accurate to say 
that 13 out of the 15 wltneanea prefer general medical care to any other 
form of additional coverage. 

The third question went as follows: How do opinions run as between 

a plan offering a wide range of servlceo from a limited panel of doctors 
and one providing more restricted benefits but from any doctor?" 8 of 
the witnesses seemed to believe that free choice of doctor Is of major 
Importance to consumer; , while 5 think It of negligible or no Importance 
In relation to the scope of coverage,. The remaining 3 free choice o’ 
doctor aa desirable but not ensentlal. 

The next two questions asked of witnesses dealt with service benefits" 
that la, full-pay coverage, The first one asked. "Of how much value Is 
the service benefit’ and tne second, 'To what extent. If at all, does an 
Income llml*‘ on service benefits detract from their value from the point of 
view of management or iacor? Only one witness exrressly dl.sapproved of 
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■•rvice beneflta In princlpia; He eontenaed that they remove an etaential 
•lement of reaponalbl1ity from the individual beneficiary and are, therefore, 
undesirable from a broad aoelal point of view. But the majority frim both 
■eraeement and Imbor apoke of the service benefit as an eeaentlal In,gradient 
In providing adequate protection against the costs of health care, tne 
eltneaa even suggested that standard Insurance carriers should emulate the 
non-profit plana and thus provide the advantages of a generslly lower ad¬ 
ministrative coat while at the same time putting a ceiling on the charges 
'net the beneflela’*y would have to pay for care. Several witnesses coiaentcd 
that If there must be lnc<>me limits on service benefits, they should be 
more rmallatle than Is now the case under some plans. 

The isat threw questions had to do with segments of total medical cire 
about which a good deal la being heard these days; namely, preventive 
medicine, psychiatry, and rehabilitation. While there are several coinnenrs 
on tnese mmttera that deserve attention, the witnesses by and large in¬ 
dicated that there was very little desire for coverage of any of these 
items specifically. The Impression one gets from reading the full report 
la that preventive madielne seems pretty nebulous to most people today; ant 
tnat psychiatry ard rehabilitation fall into that class of car- which 
pmopla regard aa occaalonelly desirable -- and usually for someone else. 
Altogether, ihla represents a iag In public understanding of Important 
medical advances, but I am sure that people in the health Insurance field 
will be on tne watch for a change in this attitude, because the American 
public has demonstrated in the past how quickly It can catch up with medical 
progress, thanks to an alert press. 


1 hope that you will all take the time to read the report in full, 
b-cause I believe that you will find In It a great deal of material that 
will be valuable to you. whether you approach health Insurance from the 
ooint or View of the providers of health services, as physicians, dentists, 
»r noapltal people, or from the point of view of consumers of health 
services, whether aa employees or as members. 
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CHARLES D. SPENCER & ASSOCIATES , INC. 


lAft W. JACKION lOULIVAID 
CHICAGO 4, ILLINOII 


U5T MINUTe, CGMSIDi^TIUN 0.- 


March, 1955 


HEALTH i ’.WELFARE AND PENSION 
DQtAND. CAN BE CuSTLY 

•nd to«> oft«n result In dissatisfaction among your members. For example, the railroads and 
tha noi •operating brotherhoods have recently installed a very lush hospitalization-surgical- 
MKlioal plan to which tha worker and his employer will contribute ^6.80 a month on a - 
basis. The contribution was reconinended by a fact>l'inding board which also held that de¬ 
pendents should not bo covered. Die "rule of thumb" cost estimate for dependents' cover- 
agas is 1* ti.T]iss the workers' coverage i>rhich means that dependents' coverage on a comparable 
baaia would have to cost another ^10.20 a month, thus calling for a total employee contri- 
butior of about ^13.60 a month. It was finally decided to cut down on the dependents' cov- 
araga and charga ^ 7.214 a month for wife and children. 

Although thors wore snecial problems involved in establishing such a multi-employer and 
aulti'union plan, tha ultimate result nviy be a ootential source of trouble since lesser 
benefits for dapondonts is not too popular, as you know. 

Many ar^oyars are now av' raging over ^200 a year por employee in benefit plan (including 
pension) costs. Those costs are bound to rise since medical costs are still mounting. De¬ 
mands for company-paid in urance for pensioners involve heavy expenditures. In view of this 
situation, it is inperative that you or one of your staff members keep a constant eye on 
benefit plan trends since you may experience increased resistance on the part of employers 
to add improvements. 


In reviewing collective bargaining trends, it is interesting to note how developments spread. 
For example, Steelworkars-ClO establisned a new pension-insurance pattern in 1951^* A large 
can company agreed to the pattern with minor variations on insurance and later extended the 
same provisions to a paper union. Another firm settled for the steel pattezTi and extended it 
to a chemical union. Thj hachinists-AFL has also settled for the steel pattern in several 
cases. Thus, it won't be long before the steel pattern will extend far beyond the steel 
Industry. 

Tha Aatoe»bils Workers-ClO will bo negotiating new pension-insurance contracts in 1955 with 
tha tif autorobile firms. The results are bound to influence other unions since the automo¬ 
bile flrma have contracts with numerous unions who generally accept the automobile pattern. 

T-. Msturs-AFL is riushing health and welfare plans avidly and many employers with Teamster 
contracts have otner unions in their plants. 

Information on such developments can't bo reported in outline or digest f )rm. You can learn 
It only from constantly watchim.' the trends. You can't wait until the last minute to do some 
haati research on health and welfare ajid pension developments. You nave to have the facts in 
order to bargain intelligently. Don't lorget employers are reluctant to oe "pioneers" in 




nag new oenefits so .t i'. ui to vou ‘-o be ible to show what other employers are 

doin£ in order to win gains. 


lo brirut uc to date and keep you informed in the future, our editorial staff has a two-fold 
plan for yout 

1. Vta have Just issued a special rep< rt coverin.-^ the results of 19Sli negotiations for pen¬ 
sion. aroup insurance aiwl healtn md well are r;n fits. This report is arranged by the n^e 
of unions with the names of the coirpanies and employer associations. It covers 8l unions 
r nans and 1,01S emfloycrs or eirplo;.r growps by name. 

fou can secure this 6C-page report for only u5» However, if you also make arrangements to 
keep informed on 1955 developr.et • s. voi. can save on this price as follows; 

?. If you subscribe to the EJTl-uYEli bLIIEFIT PLAN RtVIETd monthly magazine at a cost of only 
a year, you will be entitled to purchase the above report for only ^2.50, or s#7.50 for 
both the na.'rarinr and the report. 

The EiiPLoTEi PLa]< RiVIEW :..r> nov; in its 10th year of publication. It is factful, to 

the point, and injDartial. mth vni n and maragement leaders subscribe to this monthly mag- 
atine, as well as the technicians in me iieia. uur editorial credo is to present the facts 
and opinions of the leaders ani tn ;)cimlt our readers to reach their own conclusions. Be¬ 
cause of this objective vitw noirt, our orr'anization is able to ejet the facts from all 
sources of information, since tl.oy kno».' lon't distort basic information. 

Since our top jditors have bo»,*n reportin, on oentfit plan developments for many years, you 
get the results of their ability to analyze and sui'ii:arize developments. We have numerous 
contacts where we can securi vital information and they save you hours of research time 
by I roviding you with the resultj in rif?ht-to-the-point summaries. 

Since you have the responsibility for seeing that your members have the advantage of sound 
welfare progrsjns, eiTf)loyoe benefits warrant special attention on your part. You'll find 
it well worth while to rail the enclosed card at once so you can secure a copy of the 195U 
auimiary on negotiated pension and health and welfare plans, plus copies of the EJ-IPLOYEE 
BEHEFIT PLAN REVIElJ monthly ra yazine. 
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Yours very truly 

Charles D. Spencer 
Executive Editor. 
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fabruar]' 4, 1955 


lari J. Loaa, H. 0. 

997 Waat End Avanua, 

Maa York 25, H. Y. 

Oaar Or. Loaa: ^ 

l“auII«?*Th‘? coaaunlcatlon of ^abruary and, 

f* ‘ *'®“ contact Walkaa-.gulo^rir abo la 

in cbarga of Taaaatara taaaaaCTTMn tb.W yJrk a^. 
and aboaa addraaa In Eaa Yoi^k la USE W^\4tb strMt 
talapbona Watklna 4-0002./ / Straat, 


^^ara ara otbara an<ai,i; yiould 
altb haaltb InaurancjKlaoai^/^f^ Mr. 
dlract you to tbaa./ \ \ 


aaa la connactlon 

Blaanbarg can 


y truly. 







wear cno avcnuc 

New VQWK 25, N. V. 

p«b. 2nd » 


Rivt«»«iot 9-7500 


kr DaT« daek 
krttld^rt. Iftt j - 

.. 

ICX) lBdt«nu Av« 
a.ii. tfasbln,'tar, D.C. 

I»ar ir. »«ek: 

Ir aan^ yaari of Induatrlal ourgary 1 Ut# laarnad cartaiv. 
dafaeta In tha covaraga of Injurad or tick •orkltu:tn*n and hava forsnad 
•aana to raaady tnaaa ahorteoain.'a. 

thaaa eorraetiona can ba auoeaaarully carrlad out only on a larga numbar 
of union saabara. Thla la tha raaaon I am adraaalng myaalf to you. 
lOUid It ba poaalbla to dlacuaa thla iToblan; elthar with youraalf or a 
■aabar of your ataff In aaw lork? 

Thanking you In anticipation of your raply. 


youra vary truly. 
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H CJl'tx'V*^ 


Occjmhttr jO, J”554 


Doctor Al«««nd«r Grinitain 
107 Cobb Bonding 
S«attl«, Waihington 


D««r Doctor: 



Wll\ you ravinw th« encloi\. / municntion »nd 
data from Doctor dlicuii it whan I 

i%x\, waek\ \ 


d«. 


Sinceraly yourt. 



m C •CTH mo* ass»Ci«TC* 

medical examination center 


- • M'M • • 

• • CW1*«« •• • 


l)M:aib«r 1, 19$li 


Kr. 3kT* R«ck, j*n«ral PrwsidHit 
Intarruitlunal Brotharhood of Tninatara, 

Cbaaffara, tfarphouaHian b Halpara of Amrica 
lOtVlndiana At*. N. W. 

Washington, 0. C. 

D*ar Hr. B*ckt 

I aa aneloainf a raprint of th* articl* on "Tha [)*T*IopBflnt of 
a Hadical Enalnati'in '^■itar", ahich w-*a claarad through 
Hr. Prawatar's offic* bafor* pjblication in th* jctobar, i9Sii, 
laaua of IHX'STHIAL HSOICIHE and SURQKRT. Thar* ar* portions 
of this papar at laaat, which will b* of Intarast to you. 

I also want to take this cpportunlty to tharJc you and your 
aaaociataa, particularly Hr. Vam Hilton, for th* cooparation 
and adTica ahlch haa ao genaroualy baan glTan. 

Tha Hadioal Exaainatinn ^<ntar ia th* raault of yaara of 
axparianc* and carafui (^lanning and I aincaraly hop* that it 
will contributa prograaslTaly to th* Ccanunity and lation. It 
ia dadicatad to th* principal that th* fe^loyaaa, thair Unions, 
ln<hiatry, OoTamaant Aganciaa and th* aapacially tralnad 
P^aiciana alika, all shaj a an aqual raaponaibility to laproT* 
tha haalth and aafaty of th* citiaana. Th* physician, howawar, 
haa th* addwd rrsponalbility of guidanc* toward that goal. 

1 hST* nnraad a "draan'. Hr. Back, which mat conpara soarwhat 
with yonra during th* dsTaiopNant, undar yiur brilliant laadarahip, 
of th* Taaaatar's Union. Hy "draan" ia by no mans accoapliahad 
and this Cantar, on which I hava gaablad a aaall paraonal fortuns, 
ia asrsly tha "working tool" ao nacaasary for furthar progrsaa. 

1 an Justly proud of th* laany worksra who ara allT* and haalthy 
today bscauas thnir Union laadara and aaployara workad with aa for 
thair baaafit. I chsriah th* raapsct and friandahipa which haa* 
bam satahliahsd by this association. Nowaasr, only th* surfaca 
haa baan aeratchad. 

Th* nart atap* in ny prograa ar* of auch aagnituda, and th* banafita 
to all would b* BO graat, that thiqr cannot aaan b* conaidarad 
without th* full parsenal auuport and adaic* of a top Union 
SzacutlTw. I haas baan aaaurad by Infeiatrial laadara and QoTsrnnaot 
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■tr. Back, Praildant • Contimadi 
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•fflclala intaraatad In aiai loyaaa froa a paraonal aa wall aa 
MMtary atandpolnt, that thla prograa ia net onlj faaalbla, 
tMt ia aoralp naadad and would proijablj aat a national pattaro. 

I know of no IndiTldual who ia aura auitad to initiata and 
^oaaor mj propoaad prograa than jou, I aaj thia bacauaa I 
hawa watebad jour prograaa ao clowalj in Saattla, and bacauaa 
of eloaa aaaociatloa with pour Union in tha dawalopaart 
■f tha Oriwar Safatp prograa. I aight add bara that I hawa 
baan taa^tad on aanp occaalona to diacuaa thia plan with poa 
jaara ago, aww in tha Pourth 4 I'ika barbar ahop, but I felt 
that it would ba praaatura. 

If pou ara intaraatad, could a confaranca ba arrangad on ana 
of jomr Tiaita to Saattla? Oth<»nriaa, would pou dalagata a 
pnopar aaaociata for an intarriawT It ia ap opinion that 
pou ahould paraonallp inapact tha Hadical elxaaination Cantar 
bafora dacidir^ whathar or not ap plan baa aarit. 


Sincaralp poura. 
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R. E. Sath, H. D. 


iSSiaa 

Enel. 1 
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Nov*mb«r 29. 1954 


Mr. J. Albart Woll. Ganaral Coun*«l 
Int*raatintial Brotherhood of Toametora. 
815 • 15tb Straat, N.W,. 

Waahington, D.C. 


D«ar Sir and Brother: 


\ 


P.e: Healti and Welfare Funds 


The ancloeed ph 'toatatie c«oy of if'ty 
of the Central Republic Company^/^' 
Novensher 23 1954 te forward* 

appropriate action. 



m Dan^. Hereiord. 
a. Mo.. and dated 
attention and 


ternally 


RLG:h 


Robert L. Graham. Assistant 
to the General Prvaident 






Central Republic Company 

SI 4 NORTH RROADWAY 
ST. LOUIS 

— a — 


NoTwliar 23, 1954 


Mr. Drtr Back 

100 Indiana Aranua N. W. 

Uaahii^ton, D. C. 

Daar Mr. Baeki 

I hara baan in contact with a teaBstara union treaaurar and 
an attornay rapraaanting tha company in tha adainiatration of 
thair haalth and walfara funcla. Tha quaation aroaa with tha 
attornay concarning tha lagality of inv^ating haalth and walfara 
funda in anything othar than gorarnmant bonda. 

Spaeifieally, what I haii in Bind was InTaataant of tha health 
and walfara funds in Mutual Tunda aharaa, or if this was not 
paraiaaahla.'nidar tha Taft-Hartlay Act, in high-grada corporata 
bonda. 


I hara aaan in nawspapar articlaa that you ara intarastad 
in tha imraataant of union funda in aonathing that will bring a 
high rata of ratum and atill aaintain aafaty of principla. 

I would graatly apnraoiata your writing to ma and latting aa know 
if it ia lagal undar tha Taft-Hartlay law to invaat union haalth 
and walfara funda in tha two typaa of aacuritiaa that I hava 
asntlotwd abora. 

Aa tiaa ia of tha asaanca, I would appraciata a raply at 
your naaraat conTanianca. 


Tours vary truly, 

CENTRAL REPUBLIC COKPAKT 

'7 

V // ([ 

Dan J.'Haraford / 


DJHiUB 




iNiOUMtMTT 


Group 3^eal{h insurance 

1*0 WAkk STMCCT • NSW VOHK B. N y. • WHITBMAU. S * 7«0 


INCOAAOAATBO 


, 1 ^ !x 


Hr. David Kaplan 
Haaaaroh Oaoartawnt 
Intamational Brotharhood 
of Taamtars 
?65 Hast llith Straat 
Raw fork. Haw Tork 


"x__ 


Oaar Hr. Kaolani 


Tha oroblaa involvad in salacting tha bast tjpa of haslth insuranca for 
Ita asabars Is ona which ocnfronts avary local union today. 

Tha rising ooata of nadlcal cars hava mada it increasingly difficult for 
your iadlvidual asabars to asat thair financial obligations in this sraa. 

Tha Sasii-PrlTata Surgical and Siu’gical-Hadloal Plan which Orots) Health 
Inauranca, *a non-profit health insuranca coacany” offers is designed to 
help aolTo this orobloa. 

Hot only doaa our Saai-PrlTsta Plan offer a hitcher sohsduls of benefits 
than la ooaaon, but far acre lapo tant is our SarTica Pasture i^lch pro¬ 
vides for full payaant of doctor's hill for in-hospital surgical-asdlcal 
cars in all cases where a asabar of our Plan aoollss for and uses saai- 
orlvata or ward aooonaiodatlons ani uses the services of cns of our 9,000 
Participating Physicians. 

Th’s Sarv^oa Paatura of ots* '>aai-Private Plan (s cooy of which is attached) 
caanot be aatchad by ary casrarclsl carrier and ^s tha only asthod by which 
ywr asabars raoaiva f«ai protection for thsss araas of covarags. 

I aa attaching a asaorandisB wh<ch gives excerpts of public atatsnants mads 
fay a nuabar of laportant Indlvldisls intarastad in tha field of health 
inauranoa who have addrasaad thaaaalvas to this question of darvica versus 
Indaanity Health Plana. 

I aa a-ira that you w" 11 find this aa^arlal of intarsst to you and I would 
walcoaa ths opDcrtunity to diacvas this gansral oroblam of our specific 
orograa In greater iatail at your eonvanlonoa. 


Vary truly yours, 


JIK/aah 

baoa. 


Janas V. King 







feJ[SAFTS Or* VAXIQQ> ^ r\Tli(O.IIT . Jl THr. >UiM CT OF <{hALTH II3UHANCL 

i. > • , D^raator o*' Social laiiriooB 

Aot'T'tlai. Aqprlauf /'adsratlMl of Xatbor. bafura tta liaaaa (wlt taa on 
'Mv^oitatA aa^ Faralpi Oataiaroa. on Jaovarir 1$. 

Tha tjpioal oaah ladanaitj or ra! ■buraomant plan doaa not oorar 
■11 thi ooata avan of th''ia larTloaa ailch it undortatcoa to coror. It 
doaa not aran aorar a oradlotabla aortloa of thaaa ooata. 

It plaoaa a oolllnr onba’iaf^ta, bat thara la oavallj no calling 
on tha lot >al Qh«rgaa wida fer tha aorv'. oaa randarad. Unhaopy axnarianca 
haa ah arn tb^t thoaa tfiargaa all too oi'too tand to Tarjr, iaoandlQi uoon 
abothar or not tha IndlTld al la "Inaurad" agalnat ^haa. 

. . . gro nda axlat for a vary atrong toaplolon that Indlrldaala 
''ovarad by aach nlaaa hava baan la ft no battar off than thay had baan 
w*thoat It. 

?. ".aD-rt ta tha ra ■t<laat tav tha I'raaldaat'a Coanlaaian an tha 
h laala or tha Batlaa - Volvaa l 

of Fraaant Prt'aaraaBt *lanai Many of thaa of far ooly 
oaah lala mlty for aad* aal ax'^tnaa, a aathod of eoanaoiatlon ahlch oftan 
doaa not oorv tha f»:ll ohurao. Thla aathod alao lanJa Itaalf to a varlaty 
of ab'^aoa. 

Tha axtant to ahtoh tha nrirata oranayn-nt plana naat tha naada 
of tha oaoplo ahoali ba rarlaaad or'tloally and thay ahoald ba Judged by 
tha axtant to uhioh thayi 

(1) Frorido 9 -ttaotlon aralnat tha total coat of peraonal health 

aarv' ooa. 


^ I 




(2) -iMognlM thilr r««r)oab b’lity to th« p ibllc int* rti.Mt by In- 
ftl ■* 'p. con-MaMT r«nres*»:il ‘ vfa on t cteo* b.xtr-\-- n nujnbf-rs 

at ' s *1 «q‘ial to tt--«t f;'Ten r-rT'-santit. t«s of > r I'jn-; ;;r^T‘. IJn-, ttio senr'cp?;. 

■, rmtVwjrsr ■* . J. "• y* < l«nt of t,.;« I',torti*'t -jsoc'at'on 

Mi hlalats tofor* th« 'owiltto* on Int.prslato and ?’or«lim 'oica<«rca of Wi* 
'lo-i'o pf R«r>“•■■nti* ’ s >r thf: -t«ten on JanuiFy 19^1 

Tho ~o-3Bll d iMalth l.m rn-jcm i’lauxl by both ooiaiore al Inaiiranco 
anonnl**^ p.'l t « *l»ie 'iro'^n - alt)# shield I 'D# 'tf organIsatlom l:i wrHtan 
on th^ Iniewnity ba.iia. Thla <« ana that It oa.-s llB'tf-d boopf^a far Halted 
^taaia o' haalth vira . . . ♦ era Is ayidepoa to ladlcata t^ia laTaloonant 

of Indawlty tyT>e haalth ins ranna as aot ally olayad a oarl In Incraaalng 
that poot fof jsai cal siara), 

■roa ~a«iil>t of Coaasittaa for t* a Nat' »n* i Health (?212 A Straat. 

a. 'ashinrton. D, c. 

• oat ara t*-.a Diffarar.caa In Haalth Pi n <? onio ,ira llaltod - '.oiaa 
ara r •an-ahano*.tra. Mo t plans era lla'ted - th it ' s, they oay j' -it o>rt of 
tha Bl dcna^* bills. 

The biittar olana itlTa aarv oaa. rathar than cash inlannity and 
ara fairly ‘OMarfhanslTa, baca a U^ay ''orar laportant sary'cas. 

Mhat Mbould you Look for in a Oood Haalth I’lan? 

(1) Tha olan atioull ,:!▼# 3.*rTloa ratliar than cash banafits. ajh 
baaaf*ta alvaya Man thara '.a ao a tc oay. 

(?) “ha olan rfionld oroTida ^•'alth ootb aga for tha antira fa.-ally, 
Kbvit 79t of a worVar'a haalth aroanaeo ara for h^ j faally. 


this is your chance 
to enroll in the 


PAYS THE 



DOCTOR BILLS 


i^J^yiuate 0^lan! 


b will protect you against the unpredictable costs, which cannot be foreseen or budgeted for, of doctor 
halls if either you or a member of your family is stricken with serious sickness. 


WHAT YOU GET 

The Pbn covers doctor bills for 

1. Medical Care rendered m a hospital for tieat- 
ment of a nckness which docs not involve surgery. 
Typical of medical care caKS are such illnesses as 
pneumonia, heart disease, kidney infections, etc. 
Payment will be made for as many as 201 days in 
each period of hospitalization. 

Z Surgical Care in the hospital. There is no 
limit to the number of operations covered. 

3. Surgical Care performed in the doctor’s of< 
bee or the patient's home. This includes an un- 
hmitcd number of minor operations as well iu the 
settmg and care of broken bones. 

4. Maternity Care — only if you are covered 
under a Family Contract (sec below). 

5. One Bedside Consultation with an Accredited 
Specialist in each hospitalized illness. 

6. The Plan also pays the full cost of Visiting 
Nurse Service in the home in any caK covered. 

THERE ARE TWO KINDS 
OF BENEFITS 
Siavica BaNtriTs 

Under the Plan, Participating Physicians have 
agreed to accept the GHl payments as their full 
fee for surgical care or mcdica. care in hospitalized 
illnesses if you or a member of your family 
APPLY FOR and USE 
SEMI PRIVATE ACCOKiMODATIONS 


(A list of more than 9,000 Participating Physi¬ 
cians in the New York area is available in the 
office which is responsible for this program.) 

iNDEMNrnr BaNZFrrs 

* For surgical operations performed outside a hos¬ 
pital, for maternity care and for specialist con¬ 
sultations generous cash payments arc made up 
to the amounts listed in the xhedulc on pges 
3 and 4 to help you meet your doctor bills. To 
secure these indemnity benefits there is no limi¬ 
tation in your freedom of choice of your doctor. 
GHl pays the satnc amounts no matter what 
doctor you choose or what you earn. 

* For doctors’ services even if you arc away from 
the New York area—world-wide coverage. 

* For hospitalized medical or surgical cases if you 
apply for or arc hospitalized in a private room 
or if you use the services of a Non-Participating 
Physician, the same generous indemnities arc 
pid to help you with your bill. 

THERE ARE THREE TYPES 
OF CONTRACT 

fi'hrrk thm on« on ihm enrollment tmrd 
thml jut your needt) 

1. Individual Contract — covering only the cm 
ployed individual. 

2. Husband and Wife Contract — covering the 
individual and his wife (or her husband). 



i. Family Contract — covering huifcond, wife 
and all unmarried chiidre i between the ages of 
90 days and 18 years. Thii h the only type con¬ 
tract providing maternity benefits. 

Eaoi Family Miuaaa b EKrfTLtD To All Thi 
BaNarm Op Tmi Plan (eicept maternity benefits 
which are available only to the wife). 


UMITATIONS AND EXCLUS10I<4S 
UmiMtioms 

There are wamng periods in the contract under 
which certain conditions are not covered until the 
contract has been in force for a specified period. 

1. Sii months for the removal of tonsils and 
adenoKls. 

2. Nine months for the care of any condition 
exHting on the effective date of the Contract. 

(Tuna Two WArnwo PnioM Aaa Waivao Foa 
All Si Bscaiam In Gaoiivs Op 90 Oa Moaa 
EMPLovaaa.) 


3. Nine months for the treatment of any ob¬ 
stetrical case or condition arising out of or during 
pregnancy. 

Exdmaoms 

Not covered by the Plan are: Functional nervous 
and mental disorders; pulmonary tuberculosis 
after diagnosis as such, eicept for surgical care 
rendered in such a case; cosmetic surgery; injuries 
or diseases the treatment of which is available 
without cost to the family member under State 
or Federal laws (such as Workmen’s Compensa¬ 
tion, Veterans' Compensation, etc.); services or¬ 
dinarily performed by a dentist; and services for 
which the patient incurs no physician's charge. 

CoNTiNumr OP CovuAca 

If you cease to be a member of the group through 
which you arc enrolling, you can continue your 
coverage by Direct Payment of your premiums 
to GHI. 




■A* prfWkam mi kmt/ S u, $mm ihm comirmcl.) 


To Pay thm Doctor for 
In-Hospifal Madfcal Cara 

^ dmrm hi hMpHA pM dmr - 

TMM lhN««h lwNN7j^<*T.^w ^ 4mr 


To Pay the Doctor for 

In-Hotplfal Consultafion 

Oam bmdmUm oaaaullallaa wlik oa oeeradited 
•padohal tai • hiaplloll—d coaa 


$ 10.00 


To Pay the Doctor for 

Obsf*fr)cof Cor* 

P allvTp at chOd a* chUdraa 


I 75.00 
150.00 
I50JW 


f I 




I 




I 


I 


Sargicof Cor* (coaf*dJ 


t ««ocaoo ol proaiOM. caaplal* 


latei 


Voncoc*!*. kr^rocala. otchMarmiy 


•TNICOiO«ICAL 

OtfMf apatatloa oo m !■ iniywiiiiqai 

Sapolr o4 cyatocai*. r«c1oc«l« 


Carrta. •Wctrtcoi < a«i*artaa«oa 
rna^BlIiia w pr.lypact u iy 


NHNIA 


IlSAO 
11S.OO 
IISAO 
100.00 
I SO AO 

M.00 
1500 
100 00 
10 00 
10.00 
75.00 


S300.00 
1S0.00 
100 00 
SOJM 
I SUM 
SS.OO 


DMhta 


•100.00 

isaoo 


fro l opaad raclnni 
PlatMla. Mol or radd 
FiMura 

Nal raquMag kaapllol raddi 
Ragvirlag kaapllol raaldanca 
Prectoacopy. wllk l a m aao l ol ] 
ar palypa. halOol 

aobaagwaol 


SKUU 

CoMkig Inlo cfoolol eii«*r 
VaairlculoqrapkT 

SPINI OR SPINAL CORD 


OparaHoo an apbia 
RaoioTol al caocyx ar al 


TINDONS, LACRRATID 

Soturiag al, alagla 

■lulilpla, aock oddllkMial 
■oalmuiii al I 


TNTROID 


nso.oo 

7S.OO 


itso.oo 


JOINTS, Ai^rsNoa Of 


• ISJM 


Tkyraldaclamy . 
laatgn imor al Ayrald 


S200A0 

ISS.00 


■AOIO-TNRRAPT 


IICTUy 


I 10.00 

wooo 


VARICOSI VIINS 


balk laga 

Lang lackdoo. Ugollaa and 


balk laoa 

UgoHaa and dlvlalaa. akarl i 
bJacOaDa. aock 


I 7S.OO 
100.00 

ItSAO 

100.00 

SO.OO 

SAO 

S0.00 


Stt4r If twm or mor* aparaTMMM ora pmrf nrm m d MmcMraBi/y, ike moaimoin paymmmt modm aka// ka ike greoteu 
krneki. pliM mm-kmtf ika leaaer kenekia. kol sol man ikon Inv limai ika grmtmu. Procmdmw pmrformwd 
ml tmrn lime throrngh iko aaioe mnmim or approark aka// ka roiuiderad oa one mrgieei procedora and 
pa>meni akoli ka mode for immt tnngle pricadara to ickick ike kigkaal credit ib the tcheduim w opp/icok/e. 
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PROPOSED SOLUTION OF PR0BL£».8 ARISING FRO^ 
THE UNCONTROLLED CREATION AND OPERATION OF 
HEALTH AND WELFARE PLANS AND PENSIONS 


That a business stock corporation oe set up to ad- 
minieter Health and Welfare Plans and Pensions, to pro- 
ride expert adrice ooncernint; all phtses of Health and 
Welfare Plane and Pensions, insured ana self-insured, 
to prOTius expert adrice ooncernin^^ the inrestjiient of 
Health and Welfi^fe Plans and Pension funds, all Ruch funds 
if self-insured or the funds in excess of preiziiua require¬ 
ments ana expenses if insured, and to act as an Insurance 
Broker. 

Such a corporation whould not be subject to the Banx- 
ina laws since it would not accept deposits nor wou]d it 
be an Insurance Company, since it would not cover any 
riSK. It would, to the extent it engaged in the insurance 
brokerage business, but subject to those laws governing 
insurance brokers. 

Buoh a corporation could act as an insurance broker 
in m jxy statee, provided its responsible managing officer 
is a licensed broker anu in many states he may by action 
of the Bo rd of Directcrs be peri:.itted to carry on his own 
insu-unce brokerage business. 

DISCUSSION OF PRCPOStD SOLUTION OF PROBLE-S ARISING 
from THE UNCONTROLLED CREATION AND OPERATION OF 

health ANi: welfare plans and pensions 

We recognize that since the passage of the T?ft- 
H .rtley Act is is presently impoB°ible to develop a 
national organization to hanale Health and I'elfare Plans 
anj Pensions siail .r to th-t set up within the framework 


^ I 



of the Upholaterere International Union. 

■ reoogniie aleo that since the pasRa^e of the Taft- 
Hartley Act the aamini strati on of all Health and Welf'ire 
Plana aunt ^e throut^h - Bo'^rd of Trustees with equal Union 
ana canaicement representation. 

e reaQ.;i.ise that it would not be impossible to set 
up a few trusts national in scope, each covering a separate 
ii.uustry. However, it 8eoc.B clear to us that national oollec- 
tl .'e bargainin£ ai> reeuents must preoe^ r>ther than follow 
the creation of such trusts. In this respect we note the 
estlon of one court tr.at each individual employer may 
be ei.titled to a trustee, 'e think this position is er¬ 
roneous, nowever, since such trusts must be set up by 
coilBctive b irg ining a lie.itation of such trust by judicial 
c-'oisici. to the appropriabS b .rgaining unit is highly probable. 

Experience has shown that while the various Boards of 
Tru te a can: ot be compelled as a matter of law to have 
Uni xr. administr tion of a plan or one olan or a grou 
of hw.'. oved Ilians from which the parties or the Trustees 
may choose such reeulte can be and have been achieved by 
Unions in the field of collective bargaining. 

ADklNI^TRATIOli 

At the present time the administration of Team ter 
Hee.th and welfare Plans is n a Joint Council and Local 
Union level. 

3uoh control as may be exercised either at the Joint 
Council, Regional Conference, ^ationsl Conference or 
International level muat be and is being exercised by and 
thrju.{h internal union procedures, pressures and politics. 

The first question, therefore, is whether the solution, 
un er the present restrictive legislation, lies within the 
framework and structure of the International itself, with 
control over only one-half the Board of Trustees, i.e., the 
Union appointed trustees, or through a separate organiza¬ 
tion c.ntrolleu by the International Union. 



Whaterer form of control that may be attempted within 


the fran.8worK and ntruLture of the International union must, 
of neceisity, at moet be indirect, and primarily remedial 
in nature unie^e the International becoaee a real party to 
each •^na erery collective bargaining agreement. 

This, -nuer present legislation, souid impose on 
the Int-rnationai a airect legal liability for damages 
for acts of Loc<^l1 oflicers anu members out of ail pro¬ 
portion to the benefits to be obtained and eoula require 
V ad.-inistrati vs stiff, paid for out of the International 
Treasury likewise out of ail proportion to the benefits to 
bs obtained. 

It ti.erefore seems to ua that the ideal solution, 
un-er preHent lawe, lies in the creation by the International 
Union of a separate, subsidiary organisation, a busines 
stoOi': cor..or ition conirolled by the International Uniun with 
which the Local Jniuna and boards of Truiteee and Employer 
Associations C:in enter into contractual relations. 

The Loc-il Unions coulu contract for advice as could 
loyer Asuociations but, shat is of most importance, the 
Boards of 'rustess could contr-ct with the Corporate sub- 
eidi-.ry to administer their Health and ^'elfare Plans and 
Pan si one. 

Thus, for all practical purposes, the necessity for 
indirect control through Union procedures, presHures and 
politics aoulu end when a Board of Trusteees contracted 
aith the subsidiary corporation to administer a Plan. 

Ones the contract was entered into the International 
would througn its corporate subsidiary have direct, immediate 
ano positive control; control which could be exercised un¬ 
impeded . 

It is possible that International pressure may be 
nacaa ary in some case to obtain the neceatary co-operation 
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of a rtoaloitrant lood union and it is oonceivable that 
oert^dn oonstitutional nodificatinne mi^ht facilitate the 
appiioation of euoh preeeure. However, normally euoh 
preeaure no .Id nai^d to be exHrted only once, l.e. to ob¬ 
tain the contract to ainliiieter in the first initance. 

Than too, there ie the possibility, in cert^iin oases, 
that er momic action may re neoeaeary before eui^iloyer groups 
would aouoint £mijloyer Trustees favorably disposed to enter- 
in*; into contractual relations with the subsidiary corporate 
administrator. 

These problems, however, are not insoluble - they are 
ractioal problems, auacentible over a period of time of 
practical sjlutione. Experience has demonstrated that such 
etTiloyer opposition to the exercise of a substantial dsgree 
of control &t the Joint Council level has from tii.e to time 
existed but that ]t can be and has been overcome as a practical 
matter. 

Experience hai also shown that the oo-operation of re- 
omleitrat Local Unions end even Joint Council can as a 
practtoal matter be obtained. 

There iw no rtaeon to believe that similar results 
oan.iOt be obtained nationally although it would take time. 

The present uneatiefactory condition has been Beven(7) 
years in the makingi it cannot reasonably be expected to 
be cleaned up and regularixed overnight. 

The extent of control that oould be exercised by the 
Internatlonel Union depends on th" m.nner in which such a 
corporation is set up. 

8uoh fl. corporation could be owned 100^ by the Int^rna- 
tiunal Union, in which event the International Union's con¬ 
trol would be oomplet^ ana abeclute. 

It ooula be owned 511> by the International Union and 

by subordinate bodies, in which event, while the Inter¬ 
national 'a control would be oomplete, it would not be 
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absolute since the ainority stock holders wo.Id be entitled 
to certain rights. 

It could be owned ^0^ by the International end by 
a subordinate body cr oodies cr by properly setting up the 
Bj-.awfl and the first Board of Directors control could be 
retained by the International as a practical matter, how¬ 
ever, ouch control would not be complete or absolute since 
the righto of the holier of of the stock could be 
exercised in ouch fashion a« to exert substantial preoeure 
on the International. 

It could oe owned by the International ana subordinate 

* 

boaies with the International holding leis that 30^ of ^be 
otocK and the International co..ld retain control at 
to tha extent of being able to exercise ■ veto power. 

It could be owned entirely by subordinate organizations 
or Bors tnan one corporation could be set up each owned by a 
ouDoruinate organisation ana the International could retain 
control st least to the extent of oeing able to exercise 
veto poser. 

This bringH us to the policy question. Lo king at this 
problem froi.. the standpoint of the International Union 
it is clear that sole ownersnip by the International 
Union is the idoal solution. Whether at the present time, 
in vies of the existing vested interests of subordinate 
boaieii of the International Union such an ideal solution 
is impractical, is a n.atter upon which we have insufficient 
date tw even hasard an opinion. 

Tnat there woui d be some opposition within the 
International, particularly at the start, in ap >arent from 
the i^aneral discussions on Health and Welf'^re policies which 
took place at . iami Beach. How much of the opposition is 
but 'Swunu and fury” and how caich is substantial it is 
iapossible lor us at this time to accurately estimate. 

However, this we believe to be txue. 
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k aound, efficient corporate adminietration of varioue 
TaaBOtarn' Health ana lelfKre Plane and Peneione would be 
ito ow:i anawar to tbone who may. becaune of tneir pr^^eent 
veeted intereet, be inclined at the preeent time to take 
a abort tara view of the matter. 

To conclude thie phaee of our dincueeion: 

Since diiect International control of Health and 
Welfare PI ina ia legally an:l practically imroieible the 
beet method cf ezerciein^ euch control at the present tiir,e 
ia throu-h % subRiaiary corporate administrator controlled 
by the Intern itl onal. 

Thus, tie Union procedure, prOceevea and politics 
normally need be used but one, i.e., to obtain the con¬ 
tract bi'twean the corporate administrators and the Board 
of TruBtef>o. Thereafter, if the corporate adi.iniotrator 
does a Job the contract will, without doubt, be extended 
aa aili the length of the term of aucceeling contracts 
and soon wh>t aaa once though novel will be habitual* 

Wa ahould not fail to point out that the corporate 
profita, after a proper eurolue is accumulated, would re¬ 
vert to the memberRhip either indirectly as dividends to 
the International or directly by reducing th* costa of ad- 
ainiatration and thereby increasinK the assets of the funds 
baing administered. 

£XPCRT ADVICZ 

Such a buainasB corporation n-ed not limit its 
aotivitiee to the ooll>'Otion of employe r payment■ ana the 
procaasini^ of olaima which is the esRence of adoiniotration, 
aa aa have aantioned it could also contract to provioe ex¬ 
pert advice and aasietarice in all matters pertaining to 
Health and Velfaie Plane and Pensions. 

The Bu eidiary corporation could contract with a 
Local Union or an Employer ast'Ooiation, or both, to advise 
throughout the original negotiations. Or it coula supply 
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•uoh advice and aaeietanoe at no ooet to the Union or the 
Eaployer ae-tooiation in the hope of obtainsthe contract 
to adalnieter the Health and Velfare Plan or Peneion, or 
even the brokerage. 

It CO .Id and ehoaid in addition to contracting for ad- 
■inietratlon, contract to provice expert advioe and 
aaeietance ti the Board of Tru tees. Substantial aums are 
no* being paid private pereons and ooicpaniee by Taanster 
affilitttea for such expert advice and nsaiRtance. 

under tne proposed sub8iaiar> corporate aet up the 
oost to each trust would be nominal, however, the income 
to the subsidiary corporation should be such as to per- 
■it it to employ the very oeet qualifieu experts. 

The euployaent of such experts is not a proper charge 
aasinet the InternatiOiia). its treasury or its members. 

It is a proper charge against each Trust Funa. 

In addition, if the International controlled the 
corporation it could directly iaplenent its policy through 
these very saie experts. And this could be done without 
oreatlnif any unneoeseary problems within the Intemati..nal 
itaelf. 

e have referr d to expert finane! J and investment 
edvice which ooula also be provided. 

Ihe ability to conduct a suocesHfui strixe has been 
serioueiy impaired by the grovth of conditional sales and 
tiae payaent plans. 

Other things being equ .1, stabixity of empl jyaent, etc. 
the degr^js of iapairaent is in ui'ect proper ti n to the wage 
structure. iThere a high wage structure exists more pur- 
ohaces are aade on time simply because merchaute are willing 
to extend acre credit. 

Many Health and Welfare Pli.na toi..ay are n0o<^tiat9d on 
the basis of a flat sun per month, x sum calculated to 
proviue jufficient aoney to pay the cost of the premium. 




Administration and Trust fund expenses. 

Under most of thes*. pi uis an employee's coverage 
the end of the month foliowinc^ the month in which 
his e£pio/m<9nt ceasos. 

Tnus, ti.ers is ad^ed to the evil effect of ticue plan 
p .ron ises the knowledge of tne employee that his and, in 
many cases, nls faa.lly'8 coctor and hospital bills will soon 
be nis own. 

mere are two other methoas by which the employer's 
payment lut > a Health and Welfare Pi-in or Pension may ^^e 
computed. 

Une is basea on a stipula.ed a.:.')unt of money for each 
hour worked by an employee. Tne other is based on a 
stipuiHteu ai.ount of money for a stipul ^ted amount of 
prouuotion, i .e. tons, barrels, eto. 

Under either system the Truit rund has, or shoulu have, 
monoj to .i./c.st over iJiu above that required for premium 
pa^uients, aos. mist rat ion ana operating costs. 

Un-ier either system a reserve can and should be built 
up to proviue protection for the employee ana his family 
ourina periods of unemployment whether by strike or other- 
eiae as well as to proviue protection during periods of 
partial ei^loyment. 

The skilled investment of such funds would provide a 
greater inooiue xor each suoh fund and oould be used to pro¬ 
vide ooverac.s for a longer period oi time or broader 
coverage as the ciroumstanoee in each case mi^ht inaioate. 

In any event, the Sucsialary Sorpoxate kd:iiini.3trator, 
for a fee, ooula see to the proper investiuent of suoh funas 
80 as to produce the niaheat yiela with the le.ot risk. 

BRCkkR 

Suoh a oorpor-tion could aot as a Broker. 

*..at the responsible i&anocing officer of its Insurance 
Broxerage lousiness would bc^ve to be a licensed broker is 
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true. However, he would be on nalnry and hie death or in- 
c .paOity would not sever the relationehip between the 
Oorporxtiar -aid its irutt fund clients. 

Once itiiln the very beet In the Insurance Brokera>^e 
flel.. oould be hlrea nt m nominal cont to each Tru^ t Fund. 

OONCLU8ION 

The oreation of a luffineps stock corporation controlled 
by t .e lu.emationik, to the extent such control is desir¬ 
able, woulu ^ive the Inten.atioiu^l the necessary machiner>' 
to efiectuate its policies in the field of Health and '-el- 
faru p4.anB onu Pensions. 

The International coula tnxouah saon a corporate sub- 
tidiary participate in every phase of the Health and 'lel- 
farc Plani. and Pensions net^otiated by its auborainate 
01 i^ai.izaticns fro.i the inception of negotiations to the 
payment of benefits. It co.lu provide the very best ex¬ 
pert ai^vl.e oiiU iiflHistance obtainable at the lo^eet pociiole 
cost. It could do a job for its entire membership. 

Fro... a public relations atmdpoint, since the Inter¬ 
national woula be, i-eaiiy, the sole stcckholder, it could 
n'-ibe a ooitux of Uiiector.- of outi'ti-scin£ ability, ons that 
wouxu con and the respect anu admiration of Inaustry, and 
Labor, the Public ana tne Oovernment in all its departments, 
ana it couia do so without losing control. It could obtain 
the services of outst nding experts in insurance, medicine 
ana finance, paid for as tney snould be by the 3o irds of 
Trustees anu not by the International out of its uues 
structure. Tne field is almost without limit. 

• hile this aiscussion is lengtnier than we would 
like to nave it, sa r.a/e nevertheless merely outlined 
the picture. Re Lave not attempted to anB(<er the many 
quoetione or objections tnat this outline may suggest al¬ 
though we know that there is a satisfactory answer to each 
rjueetion ana objection. 




In the event you have any queetiona or would care for 
a aore detailec explanation of ai.y point we will be pleased 
to anower or explain. 

Very truly yours, 
e/ P. H. U. 

P. H. UcCarthy, Jr. 


Itry 
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April 6 , 1954 



Mr. ThoiMa 1 . Flyuip Saaratary-Traaaurar 
laatam Coafaraaaa of Taaaatara 
105 Bprias Oardan Bieraat 
miadalphia, Paaaa. 


Daar Sir and Brothari 


r<urTa7 of PrlTata And Publia 
Panaion and othar mnafit Plana 

Tha analoaad lattar will ba^^^<tflT->i|ylanab«ry. Any 

infomation whiah you nay If abla>lo fumiah Ok^^iraan 

a 

Royar will ba appra«iaji< 

Vith boat wiahaa, Z 




tamaYly youra. 


\ 

Slnar 0 . Rohn 
/(fiaiatant to tha 
Oaaaral Praaidant 


nr 

Bnal. 



► 





COMMONWEALTH OF PENNSYLVANIA 


JOINT STATE GOVERNMENT COMMISSION 

OF THE GENERAL ASSEMBLY 


P. Q. ■0< •! 

•OOM 4W - CAFITOL ■UlLOINa 

HARRiSBUna 


PAWL k.. ««■••••■ 

m STUAST mm\,m 


MM«T« 


March 15, 195^ 

International Brotherhood of Tea.Tjsters, 
Chauffeurs, Warehouse aen & Helpers 
100 Indiana Avenue, Northwest 
Washlnpton 1, D. C. 


Gentlemen: 

Pursuant to a directive of the Pennsylvania 
lereral Assembly, the Joint State Government Commission 
is engaged in a survey of public and private pension 
and other benefit plans. 


The attached list of employers in our survey 
sample have advised us that their employes are covered 
by pension and disability plans sponsored by your union. 




• • • c •• 
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In order that we may determine the principal 
fe ituros of pension clans covering Pennsylvania employes, 
will you kindly complete the checked items of the 
enclosed forms and return them to us at your earliest 
convenience? (A postage-paid return envelope is 
»'nclosed). Duplicate copies of the forms are provided 
for your files. Additional copies of the forms will be 
provided upon request. The data relating to Indlvllual 
lenslon plans will be regarde 1 as confidential and used 
■'nly for the oomputatlon of over-all measures. 

If you have any questions regarding the 
crmpletlon of the forms, do not hesitate to call Mr. 
George Burdick at Harrisburg 8-5151, Extension 2962, 
reversing the charges. 


•* w ot l k. I • 
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•MtOIMSTTA • •lOOlMAS 


The Commission appreciates your cooperation. 

Very truly yours, 



Baker Royer 
Chairman 


F.S. A copy of the Commission’s report to the General 
Assembly will be yours for the asking. 
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■LUI CROSS PLANS 


■LUI SHIILD* PLANS 




April 4 - 1 , W sldorf•Aftorio Nei¥ York City 


COMMISSION HEADOUARTtRS; 42S NORTH MICHIGAN, CHICAGO 11, ILLINOIS 


March 29, 1954 jmrtm 

j 

Hr. Dbv« P«ck, PraaMant v 

Inti. Pro. of •amaatrrp, C’atiffanrr, Lwrehoiiperm f- Felpeia of Air*>rtcB 
IfC Irdtana Avenue, K.V. 

Warh'nr^rn 1, 0. f. 

Dear Hr. PecVi 

Leadera of tha nonprofit, community-supported Blue Cross Flans and Blue Shield 
Plana for hoapltal and oadlciil service prepayment will soon be attending the 
1954 National Conference of Blue Cross and Blue Shield Flans, April 4-8 in New 
York City. Bxecutives and trustees of the 85 Blue Cross and 77 Blue Shield 
Plana of the United States and Canada will review the year's progress and will 
ra-aet thair goals of offering the public the greatest possible protection 
against the financial hazards of hospital and medical care. 

Therefore, it aeema appropriate that we send you at this time a brief report 
of current provreaa in the nation as a whole: 

At the close of 1953, Blue Cross enrollment totalled more than 46,000,00C 
people ( 29 . 05 s of O.S. population; 27.2% of Canadian population) in the areas 

covered. 

At the sane tine, Blue Shield enrollment was more than 28,000,000, 19.5% of 
U.S. and 12.4% of Canadian population. 

During 1953 , Blue Cross Plans paid hospitals %674,118,893 for services 
rendered to subscribers and their dependents; this represented 88.6% of 
incoae. 

During 1953 , Blue Shield Plana paid physicians $254,430,046, which was 81.0% 
of incooe. 

Ue are aure that you ahare our pride in the achievements of Blue Cross and Blue 
Shield. During our National Conference, delegates from your state will Join 
dalegatea from the other states in studying methods of improving still farther 
the scope and effectiveness of Blue Cross and Blue Shield services In all areas, 
and will return hone with new ideas and techniques for raising these Flans to an 
even higher level of effectiveness in their roles as vital public services to the 
American people. 


Sincerely yours. 


.l-NMa I. Stuart, Chairman 
Bdua Cross Coaniaaion 


L. Howard Schrlver, M.D., President 
Blue Shield Commission 







280 Mac Arthur Blvd. West 
Oakland, California 
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WESTERN UNION ^ ▲ 

I I ■. I • ; • > ^ I . I \ N tv 

RDV DL PD Int. Bro. Teamsters March 24, 1954 

'j - I -'41' ' ' ' 


Replying your wire March 22, no authority is vested in our 
International Union to interfere with autonomy of local unions 
regarding insurance health programs other than commitments 
that might exist by mutual agreement between the local-union 
or the San Francisco Joint Council of which they are a member 
or the Western Conferenc e of Teamsters. The subject 

__ ^ _lend ipage one) 
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Page 2. 


• Kip. In the paat you haive indicated to Mr. Kaiser and me 
a great deal of mtereat and belief in our program therefore 
we are aaking if your office can arrange for a method that 
would permit theae membera of your union to have a choice 
of the Kaiaer Health plan or the propoaed inaurance plan. 
May 1 call you Tueaday com ermif; thia matter. (Signed) 

Dr. Sidney R, Garfield, Kaiaer Foundation, 280 MacArthur 
Blvd. Weat Oakland, California End Quote 

Einar O. Mohn 
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WESTERN UNION 


jdiitLClTC LONO Pt-Otl OAKUti CALIP 19 559Mf» 

Mtit tECK tCN poet IfTL tllttTlIEIIIIOOl tP TCAH9TCAS> 
10# IMUIU AVC NiiTMCBT BABNOO >/ / ^ 

Ml« NAItCA ABHSB M TO BIIIC TOB TK FOLLMIBG ^ ^ 


t IHPMMATIBH- ^ 

• BE NAVE APPNMINATELT 500 NENBENS OP TK 
NAOOB MINEM ANB TNEIN PMItlEB ON NAIBEN HEALTH PUN 

IN oanunb aneak be nnkhstanb that bnninb the kit 

ECB NBNTnA TNEIA PUN BILL BE CNANQEB TO AN I HSBAANCE 
HEALTH niBONAM* HAHY BP THEBE HEBBEAS HAVE HECEIVEB 
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r. Ia«r ^oor, Ati'*:. S««*r<»t«r, , 

A H«lp«ra of Ar.orLr:* Irit'l. =r"'. of (/-‘^L), 

I;;. aVf. 

IB til .1 r-or I, ... 

D««r ir. '.oor.t 

I WL to thonk * on • •Ir for tno ti'O vr.. i^va -le out of your 
buaj (!•> to to; I you o'out o r eopyri r+^od "Vo^toc! loi.iiono" oloi . 

Tho r^i'u ..t' iir oo roeo* '»f ir tho orrory irtra-^uftlon o'* 

"Vootod rori<. woo vor; uji. ' ■'■t imlon ■'fflcloli iuio<l, 

that "vootod raroloro" woo a po"ilon oorvlco tnot nod lor.” a'O ^aon 
roi-oftaS oy '•-.01 r ■ a.-•'orari L... 

"Yaat^a l^aravof^t" la now raady for .aa by .our uocul jniona 
f ir tf»a ua arit ... .lair -.ampara. .lawaar, t ta our oat-bl a..ad 
polloy to oooua'*wta in a:.y rar.nar posalola aitn tna Irtarra:lonal 
CijI n, ao «a 'ta.otac; to aor.taet ; ;u trid aaa If ‘..-’ara aaa ar.ytnir g 
ala*» a» "i I" for •.■»•..’■ —^ n''(rl 'r.lor, n’tor «ou neo rariawaa 
"'•atad rar*'.3ra". a ta^ora wa raloaaa our aorTloln* r oj liBtiot 
an.on will ba coiitaotl'. ■■ tna lar^ar Locula iri your ur i or. 

r uu.vJii -av wart ao'-a additi .<* b 1 tir* ao 'ur Exao.tlva 
oarf* *ay waat i-nr axa: Ir.a "Vaatod Pm aio-a", or . ou eiay daa' ra 
to aat uo ona nohar.i.'" in your union to .ilaoa "Vaatad Mansions" 
ra^'-ra your r.a-rbarahip. Ull you olaaae Infcm ua of your nsada 
OP wa e»i nalp , out 

.la woi In li<a to cro raj' oir aar-rioa oparnst oua to »id ; our 
uni'' • r a : a-r.ar ♦hat wouln olaaaa j'ou; ao your ra ly talll- * va 
of ar.j plar.a yo'ir union haa for .aln» "'.'aatad ranaior a" would ba 
appraelatw'', 

Yt’urs sincerai.; , 

Uthl Lao Frar.iAl 


VESTED PENSIONS 

A COMPLFrrK PENSION PLAN SIIIIVICF 
LEO FRENZEL 
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VESTED PENSIONS 


I 


The Copyrighted Vested Peiuiona plan, 

that fulfllla the need for a penaion for every employee. 

This new type Pension Plan can Im> used by any Kmployer, for all the eligible Employees who can 
be covered by a p« nsion, regardless of the sit4> of the business. 

To thoroughly understand this new Pension Plan you should not relate it in your reasoning, in 
any manner, with present types of pension plans with which you may be familiar. 

Here are some of the features of this new Pension Plan, which are completely covered in the en- 
cloai'd Plan and Trust Agreement, which is nady for you and your legal counsel to examine and ap- 
prove; so these pension beneAta may be yours. 

^ > for these Ane pension features ai you read the Plan and Trust Agreement. 

1. Every eligible employee can be covered by this Penaion Plan, the size and type of business is 
of no consequence. 

2. The FImpbyer is not burdened with any past Employee service credit funding, neither will 
there be any need to revise the pension formula in the future. 

S. The Trualee of the Vi-ateil Pensions plan will ki'ep all the Employees records and do practically 
all of the administrative work in this Pension Plan. 

I. The contributions to the Penaion Plan for the Employees are sent in quarterly by the Employ¬ 
er to the Trustee. These contributions are basiHl on the hourly rate or percentage of wages paid. The 
Employers pi nsion obligations is limiteil to those Employei-a who are actually on his payroll during 
the calendar quarter. The amount of fienaion contributions may be changed. 

B. This Penaion Plan pays full lieneAta for Total and Permanent Disability, Death, or Penaion, to 
even’ Empinyis-. nr his Beneficiary, or BeneAciariea, under all circumstances, covered by the Plan. No 
Employee, lan loci- hia or her {umaion under this Penaion Plan, l>ecauae their rights are completely 
vmted. (Vested means complete ownership of all funds). 

6. Under this Penaion Plan an Employee retains hia full |M'naion. although he may transfer from 
F'mpbyer to Kmployer covered by this Penaion Plan, or a similar Penaion Plan, having a common 
Truatee. or if he quita working for an Employer who was using this Penaion Plan. 

7. There is no compulsory retirement date for the Employees. They may retire any time after 
becoming qualiAed for retirement. Each Employee covered by this Penaion Plan has hia own penaion 
account. The penaion he will receive was earned by hia employment. The Employer will always have 
hia obligation for a pension to hia Employees completely met. 

8. Penaion and Diaability beneAta may be paid monthly, quarterly, semi-annually or annually by 
the Trustee. Di>ath beneAta can be made in a lump sum settlement, or over a period of years. An 
F'mployee, with hia consent, haa the right to have an insurance annuity purchased for him at the time 
of retirement 

9. There are no physical or age qualiAcationa. 

to. Kmployer can terminate this Penaion Plan for \alid reasons. 

II. There is no complicated administrative setup that will require the attendance of the Employer at 
mei'tings for administration of the Pension Plan, or the purchase and managing of investments for the 
Pension Plan. 

12. The investments for the Pension Plan are purchased by the Truatee, quarterly, from the pen¬ 
sion contributions, at the direction of the Kmpbyer. These investments may be purchased from well 
established banks, insurance and investment companies whose investments will qualify for use in the 
I' namn Plan. The Penaion Plan permits the change of the qualiAed investments to be purchased in the 
future 

IS. This Vested Pension plan was de¬ 

signed to give a much needed and a much desired pension service to every Employer who wants a 




I 


pi-naion plan. The adminiatrati^e features an> simple and the cost of the Pension Plan is consistent with 
the average operational cost of pension plans having less service features than this Pension Plan. 

i-l. The simplicity of this Pension Plan makes it very nasy to understand and to administer. No 
expert advice is nee<led on pensions by the Employer or the Employee. 

16. The Vested Pensions plan was designed for use in 

collective bargaining between an Employer and a Union. 

Here are some of the services that will be performed by the Trustee of this Pension Plan for the 
Employer and his Employees. 

Services of the Trustee: 

1. Keep all Employee pension records. 

2. Give individual Employee a statement of his pension account when requested to do so in writing. 

6. Notify the Employer and the ITnion if quarterly pension contribution payments are delinquent. 

4. Supply the Union with a copy of the quarterly pension contribution made by the Employer. 

6. Annual statement of trust to the Employer and the Union. 

6 Annua' statement of quarterly contributions to the Pension Plan by the Employer for use in 
securing income tax deductions, a copy will given the union. 

7. Pay all authorized Pension. n<>ath or Disability l>ene(its. 

8. Purchase insurance annuities for Employee. 

9. Purchase, hold, and liquidate, all inveatments. 

I Perform all the other duties necessary to the operation of the Pension Plan. 

All these pension services are pseked into a pension plan ready for your use. 


LEO FRin^EL E. W. LOCKNER 

1000 Grand Avenue 
DES MOINES 9, IOWA 

Telephone 8-8549 
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LOcumr 4 OiaBO CablC aookcs* "OSTHEIMEP 


Mirch lu, 19ri4 


Dave heck, General President 
International Brotherhood of Teamsters 
100 Indiana Avenue, Nil 
Washington 1, D. C. 



Dear Mr Beck: 

Your progressive plan to review the welfare programs of your vari¬ 
ous locals, as reported in recent news releases, is most interesting. 

It appears to us that in undertaking a top level administrative investi- 
gat 1 on you will do much toward strengthening and preserving these impor- 
tart social gains. 

Although we have not cleared the point with Hr. Backhus, we would 
be pleased to have you seek his estimate of our qualifications. We have 
re<vntly had the pleasure of working with him in the establishment of Hii- 
Wilt Dealers*--Union Pension Plan and the Ice Cream Industry—Union Ten- 
sioi Plan. 

We believe that we are particularly well qualified to act as your 
coniultants in reviewina ail aspects of your welfare plans. In this con¬ 
nection, we believe the enclosed brochure, describing our services in 
this field, will furnish you and your associates a good general back- 
iroind of our o|)erations. 

W(‘ would like very much to meet with you and your associates at a 
tim- and place convenient to you for the purpose of determining the pos- 
sil) lity of our serving you and the International Brotherhood of Teamsters, 

Yours very truly. 


Wi11iam F. Drakd 

Wn):dkf 

Enclosure 

P.S. Just in case the West Coast is absorbing your attention at the mo¬ 
ment, we are sending a copy of this letter and enclosures to your 
Seattle Office. 


OSTHCiMCR \RAlSH. Inc. riiwc. casualtt and mani 4C inbubancc 

3STHCIMCR COMPANY • cstatc Plannino > life insunancc 


INSURANCE SURVEYS 
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4r. Da«c naek, i^eaaral Fraaideat 
iateiaatioaai Urotkarkood of Taaaaters 
lOG laciaoo A«eait«, M 
taatiaHtoa 1, 0, C, 


iCogreiaivc plan to review tke welfare program of your vari- 
oaa locela, ae reported la raceat aews releaiei. Is eoat interesting. 

It appears to aa tkat ia uadortakiag a top level arieiiaistrative lavesti* 
gatioo .oa will do aotck toward streaytkeaiag aad preaerviag these iapor- 
taat so(ioi galas, 

liiovgl. -.jc Mve l■■■t eiettred tke poiat vith iSi-ichus. we woi-li 
ba pleased to kavc /oti seek bis estia»te of our m.slificatioas. Mk; have 
receotlj kod tke ploasare of workiag with bio ia the establisirieat of ft 
uo,. >ers*~i.aioo Iiaaioi. Flas aai' tke ice freaa lat'ustty—t ..ioa iea> 

aioo Ma i, 

Vo halieve tkat we are porticulorlj well qualified to act aa your 
coaaulta..ts ia reviawiag all aspects of jour welfare plaas. la tkis con* 
aectsaa, wa kalleve tke eaolosed brochure, describiag our services in 
this fie.’o, will furaish jou aad your associates a gooii general bock* 
grauad ai oar operatioas. 

Ve voold lika vary wuck to lauet with you aa<’ jour associates at a 
tisB aad place coaveaieat to you for the purpose of deterwining the pos* 
aibility of ear serviag yoi sad the laternatioaal brotherhood of Teaasters, 

ouri very truly. 


litlaia F. brake 

iffD:dhf 

kaolosure 

I.S. Jaat ia cesa the Must Coast ia absorbiag your atteation at the mo* 
aoat, wo are aeodiag a copy of this latter sad eaclosures to your 
loattio Office. 
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PENSION 

PROFITSHARING 

HEALTH AND WELFARE 

EXECUTIVE ARRANGEMENTS 









We al Oitbeimer and Company design, cost, evaluate, formulate, install and 
administer all tyfiea of Employee Benefit Plans Thus. Ostheimer and Com 
pany are both consultants and administrators in this field 

As consultants, we advise you. the client, when you feel (or your em¬ 
ployees express the feeling) that an Employee Benefit Plan of some kind 
should he seriously considered We review all the possibilities with you until 
you are sufficiently well informed to reach a sound decision As consultants, 
we may also thoroughly review an existing plan to determine whether it is ac¬ 
complishing the purposes intended and doing so most economically. We seek 
out poasibilities for improvements and forecast difficulties which may anse in 
the future unless headed off by direct action 

As consultants then. Ostheimer and Company design new plans and re 
design old plans, coat and evaluate different possibilities and help insurance 
companies and attorneys translate plans into formal documents which will re 
ceive the neceaaarv Governmental approvals. As consultants, our primary aim 
IS to help you decide m fiai you want to do and wnen and Aow you want to do it 
As admimstraiors, Ostbetmer and Company help you to finalize, mer¬ 
chandise and instal' new plans or to revise old plans and, thereafter, to super 
vise the administrative routines Or. we may lake over the responsibility for 
the general administration of an existing plan (including the actuarial work) 
shsiuld you be dissatisfied with those in charge As administrators, it is our job 
to keep yna the cUrtu out of trouble and to make sure that each of your 
plans operates smoothly and properly in every way. 

For years we hnve worked, both as consultants and administrators, on all 
known typea of Employee Benefit Plans with all kinds and sizes of industrial 
Arms and businesses, with professKmal and with labor people From this long, 
well-rounded experience springs the knowledge and the skill the Know-How 
to do a thoroughly sound, lop-flight job for you. 




TSw Acid of I mplo'.tre ItcncAt Plains, as we think of it. coven all types of plans 
which van provide your employees with retirement benefits, insurance and 
welfare benefits or deferred additional compensation The field includes all 
Hinds of pension plans, certain types of profit-sharing plans, all forms of health 
.ind welfare plans (sometimes called group insurance plans) and various 
>p( cial arrangements for executive groups 

A Pl.NSION PLAN ..r PROFIT-SHARIN(i PLAN may cover all em- 
plosees or onl\ the salaried employees or non-union employees or em 
pLnees exempt from wage and hour laws or only those employees whose 
annual basic compens.itioii 1 or total earnings) is in excess of some specific 
di'llar figure, such as or S3,2(X) or some larger amount 

A PI NSION PLAN may be formal or informal, funded or unfunded 
iRvarrd or uninsured It may have almost .tny desired schedule of normal retire 
nvnt as'Ts with provisKins for retirement earlier ih later than normal Pension 
benetiu within broad limit itionv set by law, custom and cost considerations 
a -iv he proMil-d at almoai any level which is deemed reasonable and ade 
v|uatc ( mplovees receiving an annual base salary of more than $3,600 or 
thoae .n the supervisory and management category may be given a larger total 
bencM than the rank and file to compensate for tne lack of Social Security 
benciiis on eamincs m excesii of S3.600 Death and disability benefits can 
geiit’rallv be included or excluded js you choose Those eligible for the plan 
wan Nr required to contribute toward the cost of benefits if that apprviach is 
favored Participants who leave service before they become eligible for retire 
iiwni can be .illowed a vested interest in your contributions, if desired The 
am>>uiit of the Company t future contributions may be tied to a fairly rigid 
vv hedu’e or considerable flexibility van be provided, the incidence of funding 
brine mrrd to the client s own circumstances The assets of the pension fund 
vjn be invtcied under the supirvision of a corporate fiduciary, your top 
'.in.uTi'ient group or an insuranc'e company s experts Use of equities. 





HEALTH ■nd WELFARE (Ciroup InniranccI PLANS may coniiit of 
We inaurance. accidental death and dnmemhcrnienl inaurancc, aickncii and 
accident weekly indemnity inaurancc and hiitpHal, lurgical and medical ex 
pcnae inaurance tn vanoua combinilioni The plan may be underwritten by 
one or more inaurance companiei Or the hoipital-iurgical-mcdical portion 
may be handled wholly or in part by the “Blue Croaa-Bluc Shield" type of 
organiaaiuMi. Or aomc of the heneftH may be lelf-iiHurcd in one way or an 
oihai A plan may treat all employcci alike or it may difTcrcniiaic between 
■alaried and hourly employeea. heiwccn thoRe in different caminp bracken or 
ihoBc in other claaaiAcaliona 

Among the more cimimon EXECliTiVE ARRANGEMENTS for thoic 
in lop management are employment coniracta, lalary-continuancc-aficr-dcath 
program!, plana to fumiah dnabilily income or to pay for major diubility ex 
penica. and prolli-aharing plana coupled with itock purchaie agreementa. 

Today, the employer ■ rare indeed who hat no Employee Benefit Plan 
In fact, many employeri have a compete package of all the different typci of 
plana to protect vanoui groupa of their employee! 

What about your Company? What do you have? Arc you turc you have 
exactly what you ahould have? Oc your prexent plant function exactly ax you 
expeclad' Are you anxioua about the future of your planx** It what you have 
beiag financed and adminialered in the bcti pouibic way? What thinking have 
you done about what you don t hiivc' How long before you will want to have 
other planx? 

If you have any thought of acquiring a new Employee Benefit Plan or ol 
altering an exiatmg plan, or if von have any reiervationi about the loundneti 
or adequacy at an exnting plan. Ottheimcr and Company can help you 
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^hen you decide lo inveiligale the poiiibilily of ■ new Employee Benefit 
Plan or when you feel that an exiiting plan ihould be re-eiamined for one 
reaion or another, two quite different counes of action are open to you 

Tliu "Iwt I •• wwr own cwnaultwnt” cwuriw wf wctlwn 

If you chooae to be your o«n coniultant. you invite all your fnendi and 
acquaintance! in the iniuraiice buiineii and key banking connection! 
without obligating your Company- to give you propoaition! on the type of 
Empioyae Benefit Plan you (or they) think you need In all probabilitv, the 
mail of information you accumulate and the lalei talki you get (not to men 
turn luch complei argument! ai the proi and coni of iniurance company op¬ 
eration veriui truiteeihip) «ill only generate confuiion and burden you with 
paper work The plani preiented will differ in detaili and ipecificationi. Total 
benefit! lo be provided will vary. Coat eitimatei and the incidence of meeting 
theie coat! wfil be diiiimilar. You will be faced with the problem of ipotting 
and evaluating theie difference! and the even greater problem of deciding 
eiactly which plan ia beit luited for your Company. In the face of lalei prei 
lurei from many iidei--each adviier hai hii own ipecial aie lo grind—vou 
will !omehow have lo i^lect one rpeciftc plan from all ihoM !ubmilied 

Although your confuakm may well increaw the riak of lelecling a propo- 
Mlion which will prove unaaliifaclory in the long run, that ia only one of the 
pnncipal danger! m ihii (mxedure 

Will all iheae varioui people really iludy your problem in delaiP Will 
you lake the ncceaaary am<iuni of your lime and iheira for each of them lo be 
come thoroughly familiar with your ideala, belief! and budget? Will they 
caplore your Company*! hiaiory and your future proapecla, your aurplua and 
working capital poailion, your indualrul relation! and itockholder problem!*’ 
Will they ahow you a(/ the approachea to your problem including plana 
which they may not regularly offer -ao that you may have a reaaonable chance 
ol being cipoaed to the particular plan that ia beat auited to your aituation? 
Can you really eipect thia cumprehenaive aervice without giving aome reaaon¬ 
able aaaurance of fair coinpenaation ’ 


I 



Mott imporlani ot all, which of your key men will be required to lake 
houri and houri from your own buiineii operation to become expert enough 
in Ihii ipecial lubjeci to formulate concluaions which may be regarded as a 
safe basis for formal corporate action? 

We have seen company after company follow this course of action. In 
many cases, no plan at all is consummated because of management's confused 
thinking, because of its failure to become proAcient in a complex foreign field 
Or, management becomes exhausted and grabs blindly at what appears to be 
the best proposition or follows the line of least resistance as an escape route 
from the preuures which arc being applied 

Tha "lot s hira a consultont" coursa of octlon 

On the other hand, suppose you decide to hire career consultants At the out¬ 
set, you rccogniic that you are not expert m this field and that it is not cconom 
Kally sound for anyone m your lop echelon to become an expert for this once 
m-a-lifeiimc type of decision. Therefore, after due consideration and invesliga 
lion of all likely candidates, you employ consultants to do a professional job 
of analyzing your problems, to pinpoint exactly what you want to accomplish, 
to explore with you the various practicable procedures which may provide 
solutions, to make sure that you understand completely the pros and cons of 
the dilTereni procedures which musi be presented to you in full and unbiased 
fashion and to assist you to reach a sound and sensible conclusion of which 
you and your emplovees can be justly proud 

In retaining professional consultants, not only are you guided gradually 
to ihe moat satisfactory solution, after having reviewed all the alternatives, but 
you are aasured of continuing guidance in maintaining the program in satisfac 
tory condiUon in the years aliead -all without sales pressure. Reliable and ex 
perienced consultants, wlio arc assured of reasonable compensation for their 
eflorta, will he cultivating a long-term relationship and not trying to make a 
fast dollar. Thus, you can avoid both confusion and nsk, keep the attention of 
your own executives full time on your own business and auure yourself of 
accurate and adequate answers to all your questions as you proceed conhdently 
toward a concluaion 

To be sure, it ia hard for lome executives to appreciate the reasons why 
they should pay a fee to consuhants when they can obtain what appears to be 
adequate information without charge. But most of Ihe many employers vih<> 
have been through Ihe mill have learned by their own experiences and Ihe ex 
periences uf others that, in Ihe Held of Employee Benefit Plans as in all other 
tlelcfe, MW ner wMai you pay u>r 

When you need professional services, such as legal or accounting, you 
don I call in half a dozen firms, asking each to submit ila detailed analysis of 
your case (along with complete briefs and specific recommendations) so lhai 
you can then pick the one you want and compensate that firm alone 

No, you do nothing of Ihe kind. You investigate the professional standing 
and experience of several firms Then you decide which one to engage before 
you ask any of them to undertake important commitments of the only things 
ihey, as we. have to olfer Time and Know-How. In the field of Employee 
Benefit Plana, more than aversK professional skill and experience are re¬ 
quired. Seeking counsel in this field should he on the same basis—if first-class 
results are expected 






Working in the field of Employee Bcnetii Plan<i are four groups from which 
you can select one or moie advisers. They are (I) the trust companies, (2) 
the independent actuaries. (3) the insurance agents and brokers and (4) the 
profeiaional consulttng Arms. Some of these advisers have considerable experi 
ence and talent Others have limited eaperience and incomplete facilities 
fierhapa only a few employees, no qualiAed actuary 

Trust companies active in this held are thoroughly capable. It is their 
buBineas lo invest and adm nister trust funds In recent years, some trust com 
panien have established departments to aid clients in designing and installing 
Employee Beneftt Plana, especially pension and profit-sharing plana. However 
you would hardly espect ii trust company to promote actively any form of 
insured plan or any plan using individual trustees rather than a corporate 
trustee 

In recent years, a great deal has been heard of the term “independeni 
actuary." Since this phrase requires analysis, let us Arst clarify the word 
"aJtuary." In the United Stites and Canada, there n the Society of Actuaries 
wl ch has two claiaes of members Associates and Fellows. Memberships arc 
ab ained by a progressively difAcult series of examinations Overlooking those 
aciiaaries who have migrated from Europe, the only qualified actuaries are 
tin «e who arc Aaociaies or Fellows of the Society, However, the term has 
bci q kidnapped by a relatively large group of individuals who have failed lo 
pa; a the examinations for membership in the Society as well as by those who 
have never taken the examinations for various reasons. And what about the 
word "independent'^’ How independent are "independent actuaries"? Like 
other professionals, actuaries charge fees for services rendered Where do their 
fees come fnitn’’ No acluariil fees arc paid on fully insured plans. But they 
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arc paid on all uniniured (Nana Since only unimurcd plant will normally 
pnividc actuarial feet coniiiiuouily, you can hardly cipeci an "indcpendcni 
ac uary" to promote imured techniquei 

Imurancc agcnti and hrokcra will rcprcient one imurance company cn- 
11 cly, will do buiineai priikjipally with one inturance company or will have 
o •nncctKNM with a large number of companict. However, few agenti or broken 
a e ftallcd to do their own Mtuarial work or the intentive work nccciiary for 
d -aigning and inatalling pennon and pn>fit-fhann| plant Virtuallv all agents 
and broken rely almint entirely on their inturance company conncctiona for 
actuarial calculationi and technical attittance Therefore, turning to practically 
aiy inturaiKC agent or broker limitt you to the propotitiont of the particular 
1 ompany or companiei which the agent or broker chooict to rcprcient. Hence, 
ou arc denied the opportunity to underttand and contidcr the pottibilitiet in 
■ther insured procedures and uninsured procedures 

We behevc that a irm which qualilict at a bona fide consultant 11) hat 
done a subatantial volume ctf Employee Benefit Plan business of all kinds, (2) 
IS equipped aith actuarial talent to design, install and operate uninsured plans 
as well as inauraiKe-trained talent to design, install and operate insured plans, 


(31 may be compensated either by fees, commissions or a combination of both 
unJ dot! ttot rare whuh, (4) makes a practice of showing its clients an unbiased 
and complete picture of all reasonable possibilities for the specific case, (5) 
has the espcriencc and scope of operation to give you a complete picture of 
the whole insurance company and trustee markets and (6) is set up as a per 
maneni organuaiion 

Ouhnmtr amt Comvanv is Jttch a ftrm 
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HAPPY WN UTK)N (McuU of S^aarc-D Company and rcprcKnIalivci of Oilhcimcr 
and Compani and a laiiifaKlofy aniapcr lo a knotty employee bcnefll problem. Sealed 
ilrfT m rifb/i are; Allan D fmil. attorney. 1.. W. Mercer, eseculive vice preiidenl. 
lann Mapin. aaMMsnl lo Ihe preiidenl. and Henry Morpan. iccrclary-lreaaurer, all of 
S^nara-D Company. I.. H llaicn. an Oilheimer actuary, poinli lo recommendation 
nhila a R Fullar. CMhaimeir and t ompany coniullanl. looki on 
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There are periuauve reamns why Osiheimer and Company is a good con- 
«ul(Mg Arm 

We have been m (he Employee BeneAi Plan business for a long lime As 
long ago as 1*^41, we had (he know-how to acquire such important 
clients as Chrysler Corporation and The Electric Auto-Lite Company with 
whom wc have had splendid relationships down to the present 

D | We have used extreme care in building our staff over a period of years 
I Aa a result, it is a mosii unusual combination of pleasani personalities, 
relatively young in yeara hut old in experience and wisdom. Our staff includes 
a highly competent actuarial iind calculating department, topped by three out 
landing actuariei; a well-or||ani»d law department of four staff attorneys, 
jnd a group of consultants well versed in all phases of our business. The 
Employee Benefit Plan staff numbers more than forty people We have talent in 
depih. always more than needed to service our clientele at all times 

E lOstheimer and Company has been organized so as to assure the perma 
I nency of our business operation. Neither the death nor total disability 
of any of our key men will seriously interrupt the prosecution of our work or 
operate to the diuervice of mir clientele 

C We have deliberately tried, alheit without complete success, to restrici 
I our clientele to our lopcal (erntory, roughly the area bounded by a line 
from Philadelphia to Boston to Toronto to Chicago and back to Philadelphia 
We normally seek clients no further away from our offices in Philadelphia 
ihan we can (ravel overnight by rail or in a few hours by air 

I We have declined to estiblish branch offices on the theory that tighi con 
I irol of internal policy matters is particularly important in a fast-changing 
business such as oun It is also our belief ihai all of our clients should have 
ihe beneAt of mil of our talent This would not be possible if we established 






HKiH (OMMAND In ihc (^hcimcr and ( lampnny lof command arc r/rom Hthl\ 
\ I IMhcimcr. Ill, founder and head of Ihc Arm. Hcrhcrl W. Renner, chief tialf 
allorncy. and Arthur M Bremer, in charge at Employee Bencfll Plani With them it 
A Haulhomc TruMlc ifrfii. vice pr««idcn| of Otlhcimcr-Walth. Inc., an Otlhcimcr and 
< oanpuav alBlialc 


’>plNis<. K FNE Enicring mid-Philadelphia huildmg which houtci Otlhcimcr and 
ronapooi arc Iwo of ihc Irm i contulianii, William I. Ptohil tltfn and Richard W. Baker 













Lcl s slarl «iih ihc csm of a Company which now is willioul a pension plan or a 
profti-sharing plan or a comprehensive group insuranc: plan but whose man- 
agemeni feels ihiii some such plan may be desirable in the near future. The 
Company s eaeculives want to explore the possibilities We at Ostheimer and 
Company are invited to express our views on the proceoure they should follow 

Almost without exception, we recommend a preliminary conference with 
the Company s top manacement to give us an opportunity to size up the Com¬ 
pany and Its problems and to give the management a chance to look us over 
If the Company appears seriously interested in trying to develop a sound plan 
or plans for stsme or all of its employees, we evaluate the work to be done and 
oiler the Company a busmess arrangement which will give us some assurance 
of reasonable compensation for the services to be rendered (The preliminary 
interview is always without obligatHHi However, we do not commence work 
until some mutmally acceptable financial arrangement has been made as 
described on page 26 I 

If and when we are retained, we normally request an additional con¬ 
ference attended by tiKiae in lop management who determine the financial and 
industrial iclalioris policies At that meeting, we gather the basic facts about 
the Company itself its earnings, taxes, working capital, debt-service require 
menis. stockholder relations and the like so that we have a general under 
standing of the Company's present status and future prospects Then, we learn 
about the Compnny t different classes of employees, its personnel relations 
pniblems, the status of any union contracts or negotiations, the general level 
of wage and salary scales, the competition encountered in hiring new em 
ployees, the general incidence of turnover and similar items affecting the work 
force anil its morale Also, we inquire about any other Pmployee Henefit Plans 



now maintained by the Company as well as about any pension, profit-sharing 
and health and welfare plans m the same area and industry which should be 
considered 

At this same meeting, we also dig deeply for the management's thinking 
likes and dislikes, beliefs and ideals on the two major issues involved: (I) 
mAo should receive Mhur benefits and wAen payments should commence 
and (2) the Company s ahilitv to pay for the benefits to be provided 
These conversations are extremely important in shaping our initial ideas of 
principal specifications for the plan or plans which we must outline for the 
management's consideration Even more important, these conversations stim 
ulate management s thinking in a preliminary way so that, while we progress 
with our studies and the preparation of our preliminary reports, management 
can independentiv consider and discuss the major points involved 
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After this initial conference and armed with the necessary emplovee data, 
our staff begins its work, first deciding upon the various plans and variations of 
plans to be proposed It is customary for us to present several different plans, 
often with a whole senes of alternative specifications for each. The necessary 
cost estimates are prepared for each plan. When this work has been completed, 
we meet with management as often as necessary to review the various plans and 
cost esumates and to focus gradually and increasingly on the specific plan or 
plans which fit the particular situation best of all. Obviously, this may involve 
many revisions of plan outlines and cost estimates and the exploration of ad 
ditional poiaibihties. Ail this is done with one eye on the Company s ideals and 
beliefs and the other on the Company's abilitv to make its contributions, while 
not overlooking ocher matters such as collective bargaining problems and 
stockholder reaction 
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RISING INTEREST. AgiJiisl background of cicalaior in Joteph Home Co. deparlmeni 
More. Pllliburgh. arc Unim Irfr) A. H. Burchlleld, Jr. preiideni of Homes; A. I. 
CNlhcimcr, III, head of Oilhcimer and Company. Henry W. Fullon. Home iccreiary, I 
Edmund Dwyer, of Ckihciincr and Company. C.A. Palmer. Ir., Home personnel direclor 


Ullimalely, a poinl of dccition ii reached. The Company decides eilher 
lo place a full-scale plan in operalion or lo proceed wiih a limiled plan on ll.j 
theory lhal il is sound lo crawl before you walk. Or Ihe Company may posipone 
Ihe inslallalion of any plan al all for the lime being. The plan may be a pension 
plan or a profii-sharing plan or a group in.surance plan or a combination of 
Iwo or more plans II may he simple or complex II may he msured or unin 
sured or self-insured or partly one and partly another. Of course, Ihe circum 
stances in each case are differenl because the people who manage each com 
pany arc dillcrcnl, then businesses arc differenl, ihcir Hnancial situations arc 
dilfcrcnl and ihcir induilrial relations problems arc dilTcrcnl 




Thu priKcdurc ii not inflexible. It muxl of nece&iily he kept flexible 
at all poinli to meet the needx of individual caxex. Furthermore, a Anal 
decuion m one cate may he made rapidly, in another eaxe, months and some 
timei even yean may paxx by before a Anal decision it reached 

In recent yean, the injection of F.mployee BeneAt Plans into collective 
bargaining has brought ut many new problems Several years ago, we began 
to recommend to our clients that they should study heneAts which their unions 
might be expected to seek in future bargaining We did this so our clients 
cisuld determine how far they could go in meeting demands and so they 
would be prepared to negotiate sound plans that were fair to both management 
and labor. This policy has been vitallv important to many of our clients. They 
were well informed when seiious bargaining commenced. Time and again, they 
were able to avoid the pitfalls into which some of their competitors tumbled 
fhey negotiated plans which time has proved eminently sound and more 
tsenehcial than average to both themselves and their employees 

Frequently, we have persuaded our clients to let us handle the technical 
aspects of bargaining on Employee BeneAt Plan subjects. We have worked 
with their industrial relations and management representatives, especially 
when union bargaining teams have their own technicians. As a result of our 
experiences in this special Aeld, giving the client all the help he will accept in 
actual bargaining is now a regular part of our consulting service 

Development of the detailed terms of the plan which our client wants and 
should have is our prinK objective. Thr I’f.AS it m-Aui countt. Until the plan 
has been outlined in detail, we believe it is unnecessary and inadvisable to 
inject into the picture such matters as the degree, method and medium of 
funding The proof of this statement is that many questions about funding are 
resolved automatically in m<Mi cases by the terms of the plan itself. At the very 
least, completion of plan specihcalions will narrow the Aeld materially so that 
the quesiHNi of how to fund llie plan becomes much less complex 

When the plan s details have been settled and the funding question is on 
the laMe for decision, we invariably give the client the particulars of all ap- 
piopriale ways to fund the plan, including a factual presentation of the advan 
lafes and disadvantages of each procedure. In this connection, it is our regular 
ciisiom to give our client full details on the entire insurance market when an 
insured plan is considered and to discuss the relative advantages and disadvan 
taj.es of corporate and individual trustees when an uninsured plan is contem 
pi ited 

If and when the decision is made to prixeed with a detailed pian to he 
lu ided in a speciAc manner, we assist the client's attorneys with the prepara 
ta n of trust agreements and other legal dcKuments which are required if an 
uiiinaured plan is involved. Or we help to negotiate the terms and provisions of 
th> contract!s) with the insurance company!ies) if an insured plan has been 
selected Of course, we also iisaist in presenting the plan to the Company's 
Bt ard of Directors and stockholders for formal approval and in submitting it 
to the various Oovcrnmental agencies, such as the Treasury Department and 
W.ige and Salary Stabiluation Boards 

Thereafter, our role's principally that of an administrator 



Nilurilly, ihc ^dminiilralive burden of cich parliculir plin will be reined lo 
ihe deinls of ihe plin ilielf. C'onxet(uenily. iIh. following outline of our function 
hii only general applicalinn lo m<Mi caiei 

Firti. we help lo prepare ihe plan-announcemcnl malerial lo he given lo 
employees Liually. ihn malerial lakes ihe form of an allraclivc Ixmklel eipe 
cially designed lo develop a high ifegrec of iniereil in ihe plan This merchan 
dning of ihe plan h iniended lo ohiain for the employer ihe maiimum good 
will for hn eipendilures 

Second, we lel up ihe procedure for [ireieniing ihe announcemeni male 
rial lo ihe elinhle employees and enrolling ihem. A meeling of all employeev 
may he held or separale meelings may he held of managemeni people, of 
supervision employees and of ihe rank-and-Hle. The Iasi group is oflen han 
died on a plani. deparlmeni or shifi basis Here tl is our job lo carry oul the 
rnrollmeni smixirhly and efficienlly. wilhoul undue loss of employee work lime 
Third. Ihe complele admimsiralive and accouniing roulines and pro¬ 
cedures musi he developed and finaliied in cooperalion wiih ihe irusiee(s) 
insurance company involved Iherompany's employee who is charged with 
Ihe responsihiliiy of operaling Ihe plan has lo he educaied. of course, in his 
dwlies and responsihihlies 


Faurlh. after the plan it installed as an operalinp instrument, we continu 
uHy check nn the plan in many ways such as these; 

□ vv maintain contact with the plan's complete operation, solving any 
special problems as tfiey ariie 

We make sure that everything pimihic it done to keep the employees 
k md soU on the plan and aware of its benefits 

I ^ We watch for developments inside and outside the Company which may 
make it advisable to nreomnwnd changes in the plan 

We compare the actual coals of the plan at they develop with the initial 
coal eilimales m order to spot trends which should he countered hy ap 
piopriale aclMNi Thus, we make certain that the plan's long-term costs are as 
ccormnical aa poasihle 

r-| We re-esalualc the plan from lime to lime in the light of such new laws, 
rules and regulalams at may he applicaNc and tW developments generally 

We furnish such actuarial studies, valuations and other factual material as 
are required hv management, gosernmeni agencies or union contracts 
important of all is our conscientious and wholehearted interest in all 
aspecli of the plan Regularly, we are at the client's side to discuss and act 
OB any matters which may .iriae in connection with the plan 





TAII F TAI K llslllcimcr and < oliipany puli facu and rccommrndalions on ihr lahle 
livfora lop mawaprmmi Here, aspevis of ihc employer henehl ptant of l.ukens Sieel 
I. innpwny. Conlaasillt. Pa . are esplained ky F H (hren l.itondinel and A J. Olkeimer. 
Ill Irttrrme naWli. lo llrtMn ItflU < karirt I Husion. )r.. prcsidcnl of I ubeni. W. Roy 
Wiildots. memktr of Ike pacsnlcnrs staff. Slenarl Husion. vice prrsHteni and secretary. 
I. W. Herman, treasurer and Riikert (I Hloom. coniroller. all of I ukrns 




i’«er> limployce Benclil Plan requires a complete review periodically to deter 
mine whether or not it n functioning in all areas with maximum effectiveness 
Such an analyMi calli for a cnlical re-examination of the plan from every 
angle the haiic design irf the plan, its cost level in relation to profits and 
surplus, the Company s las iwiiiion, the degree of employee appreciation 
being renliaed, the adequacy of henefiis and their correlation with changes in 
Social Sccunly and other gnvrrnmental henefii plans, changes in the Com 
pany s Anancial structure, union activities, etc 

Ostheimer and Company olfers expert consulting services to help cm 
ployers maintain sound and n.isonahle Employee Benefit Plans in spite of 
- hanging conditions 

Here la a partial check list 


Panslun Ptans 

im Are operating, financial and actuarial repivts available promptly for the 
Kifl use of management I or a joint hoard of administration) and for main 
laming the plan a tax-exempt stiiius? 

l>oca the particular funding medium now being utilized actually provide 
Kifl the desired henefits at reasonahle cost, with such lexihility in the yearly 
rate of payment as is needed foi future safety’’ 

□ Should the rate of funding he stepped up to lake advantage of relatively 
high profits and or high lax rates with consequent reductions in cost in 
kss advantageous years I lax-wise or profit-wise) in the future? 






Does the level of benefits being provided permit the orderly retirement 
of older employees in the bght til the present-day net earnings of the 
employees involved** 

Have the benefits for salaried employees (especially those in the super 
visory and management group! kept pace with the benefits for hourly 
rated workers? 

Are benefits vested so rapidly that turnover is unduly rewarded (or per 
haps aciually encouraged) with resultant dram on the funds set aside 
for the plan or, vice versa, it vesting so slow that the plan's holding power 
over trained employees is maiJequate** 


Profit-Sharing Plans 

Should the formula for determining the share of profits to be paid into 
the plan be altered to reflect changes m the Company's financial struc¬ 
ture or m Its business operations or personnel distribution or in the Federal 
Income Tax Law** 

Are the eligibility requirements for employee participation so tight that 
u they keep deserving employees from sharing in current profits or, on the 
other hand, so loose that the interests of permanent employees are diluted by 
rapid vesting of benefits among relatively short service employees with a high 
turnover rate** 

□ Does the formula for the allocation of Company contributions and in¬ 
come from invested funds among the participants produce fair and 
equitable results for all classes of employees? 


Mnnfth and Waifnr* (Ornwp Inturnnca) Plans 

□ Are benefits being provided under the different coverages at an adequate 
level, considering pre<ient take-home pay, the high cost of hospital, sur¬ 
gical and medical care and the essential needs of survivors? 

□ Does the plan include all the various coverages which should be made 
available to employees'* 

Do the supervisory and management groups have coverage commen 
surate with their scales of living? 

Has the coverage been broadened to reflect improvements made avail¬ 
able generally in recent years'* 









[>Dc« the plan ciNitain chcckt and balance* to prevent malingering by 
active employeet and run-away coiti for peniionen'’ 


i a qualihed expert riding herd on the plan'x financial experience to 
ImM keep the net coau of the oian m line'* 


the plan include ex eu coverage for cataitrophic medical expenxes 
I no( covered by regular plani'* 


^*1 Has a detailed conipariMm of Blue Cross-Blue Shield with insured plans 
■■■been made to determine which u actually the best and cheapest for the 
panicular caae** 


!■•<«««<¥• Arrangamant* 

Has the plan been carefully reviewed lately to determine ita soundness 
under the latest laws, rulings and court decisions'^ 

□ Has the cash compensation of the top management group reached (or 
passed) the level at which, under present high Income Tax rates, a sound 
plan for deferred compensation wcnild be advantageous’ 


In Oanaral 


a 


Is the plan apt to be the subject of collective bargaining so that skilled 
technical assistance will he needed to avoid serious pitfalls'* 


D 


Has the plan just "gone to seed' through neglect — is it an obsolete 
modeP 



Have major problems been created because of mergers or the acquit! 
tion of subsidiaries or additional properties? 


□ It management dissaiufied with the job being done by the present 
broker, insurance company, actuary or trustee to the extent that it it 
desirable to obtain a fresh viewpoint'* 


IQI [>o plan reconis and administrative procedures need streamlining'* 


I Can combinatMms and consolidations be made to improve financial 
I experiences nr increase the maximum benefits or produce more eco¬ 
nomical operationii’ 



loday. we find minigcmcnl devoting more 
ind more alienlion to varioui ipecial lypei 
I plani to improve the lot of the executive 
group and to offer greater incentivei for new 
key penonnel to join the Company and for 
preient key penonnel to remain with the 
Company. Theie plant provide additional or 
contingent deferred compeniation to he paid 
to executive employeei and their benefici 
anei at a later dite with far leu Mrioui tax 
conicquencei than reiult from additional, 
current compeniation 

In thia field, ihere arc many poiaibilities 
to he conaidercd. including penaion and 
proflt-iharing pinna limited to thoae carninn; 
in exceaa of lomc apecilled amount, luch ai 
S3,600. or S5.200. or S6,000 or S7,$00. or 
SI0,000 a year. Among other poiaibilities 
are an increaac in the group life inaurance 
coverage for the executive group, aa well ai 
ipecial proviaiona for relatively long-term 
income replacement coverage and major 
cataatrophe medical expenac coverage in 
caac of diaability. Again, there ia the careful 
uae of employment contract! for individual 
executive! aa well aa formal or informal 
plana for contmuing lalanea to the familiea 
of deceaaed executive! for a reaaonabic 
period after theur death 
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Wc al Oiihcimcr and C;impany arc paid for our icrvkci both ai coniultanti 
ind adminiilralori Although financial arrangcmcnii with our clients vary, our 
kompcniatKin for consulting work on new plans is generally based on the 
following 


^•nslon and ProfH-SKorlna n«ns. It is our practice to charge a 
I moderate fee to cover the consulting work, including actuarial services, 
up to the dale management decides to adopt some plan or to have none al 
all Normally, an end-dale for our work is set, for example, al the end of 
SIS months or a year. Iliis is to keep the period covered by our consulting 
servicca within reason 

In moat instances, in addition to the moderate fee, s*c obtain a com 
miimeni fnmi the client that we shall handle any plan or plans lhal may result 
from our work If the plan is uninsured, we provide the continuing consulting 
and acluanal Mrvices nccessarv to administer the plan properly. If ihe plan 
is insured, we Mrve as ihe client s broker and handle ihe adminisiraiion of 
the plan 

Since It IS obviously hesi for us to act as consultants as a preliminary 
to a permanent relationship, when Ihe client gives us such a commitment 
our consulting fee n set simply to cover our actual lime charges and over 
head fhi the other hand, when ihe diem prefers nol lo give us such a com 


^ I 





milmcni. our coniuliing fee muil include a reaionable margin of profit iinca 
we then have no aiiurance of further employment hy. or compeniation from, 
the client 


Nwwttlt Mid W«Har« (Or*w|i InMiranc*) Plwni. If the client will 
1^ give ui a comniitment that we ihall act at hii broker for any new 
buiineii which may nrault from our work, we uiually do not need to charge 
any fee at all. eicept in rare caiet where there ii either no reaionable likeli 
h«xxl of new buiineii or where there ii lubitantial collective bargaining work 
In any event, the client can deiignate ui ai broker without diiturbing any 
veiled commiiiiim intrreiti which prior broken may have earned We would 
limply become eniiiled to luch new commiiiioni on new buiineii ai are 
allowed by any iniurince companiei involved 

It II our contention that, iince commiiiioni muit be paid by the insur¬ 
ance companiei on new group iniurance buiineii, the lervicei of an expert 
coniulting hrm can uiually be obtained for exatily ihr Mme price ai the 
lervicei ol an agent or broker who knowi little or nothing about the 
technicalitiei and coniplexitiei of ihii type of buiineii 


■xacwtlva ArrainBamanti. We tind that there ii lo little uniformity 
that It II imposHible for ui to adopt any standard prcKedure Hence, 
each case u treated on its own merits 




We want to emphasize that we never take the client by surprise. On the 
contrary, we invariably negotiate with him. before work is commenced, on the 
precise financial arrangements which arc to govern his case. We never charge 
a fee unless it is absolutely necessary to cover the costs of our work or 
when we arc not protected by a suitable commitment — to give us a reasonable 
margin of profit Sometimes, when the scope of our work is not readily 
determinable in advance, we quote an uncertain fee in ihc form of a stated 
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minimum figure and a slated maximum figure, the exact fee to be finally 
determined by us upon completion of our work. Due consideration m always 
given to the business risks involved and to the possibility or probability of 
future fee and commission income 

We are occasionally ashed why any fee at all is needed to cover our 
consulting and actuarial services when we are given a commitment covering 
any plan or plans which may he developed To this question, there is a 
simple answer. If an uninsumd plan is adopted, the subsequent fee for our 
consulting and actuarial work as administrators would be grossly distorted 
if It also included a fair and masonable charge for our services as consultants 
We believe that the expenses should be divided into their natural component 
parts On the other hand, if the plan is to be insured, the amount of our 
commission income and its relationship to the client’s outlay will depend 
upon the exact type of insured plan which is utilized. In any event, commis- 
sHHi rates as set by the insunnce companies, subject to the approval of the 
various State regulatory bodies, are intended to cover the normal \ 

(rf an agent or broker for bis sales and service work. Neither the insur 
ance companies nor the vari.vus State Insurance Departments ever contem¬ 
plated. when commission scales were fixed, that a complete consulting service, 
in addition to the regular responsibilities, would be provided within the com 
mission structure Over the sears, we have learned this fact the hard way 
and are satisfied that our present system, which has been in effect for some 
vears, h the only practical one 

For our services as administrators, we normally charge a moderate fee 
to cover our consulting and actuarial work on uninsured plans. But, in the 
case of plans underwntten by insurance companies, we usually find that the 
commissions regularly payable to us as brokers will cover such services 
However, when dealing with a few types of insured plans which require all 
of the services of a consulting actuary as well as the regular brokerage serv 
Kcs, the commission rates are so low that they often provide us with less 
average income than the actuarial fees would produce if the case were 
not insured In such a case, we keep a comparative record of our commis 
Sion income and of the fair value of our services so we can discuss with 
our client the advisability of charging a mixlest additional fee each year after 
we begin to run in the red 

Our work as consultants with respect to existing plans is so varied that 
firm rules regarding our compensation have been proven impracticable. The 
scope at our work in a given case must be weighed against the likelihood 
of a permanent association with the client before a mutually satisfactory 
arrangement can be developi^d 


It must be obvious to any practical businessman that the very nature 
ol our work precludes the use of an inflexible formula for determining fees 
Our total charges depend on many factors, including the size oi the case, 
the scope of the required studies, the extent of collective bargaining problems 
Since no two cases involve the same problems, our general rule must be altered 
to suit each situation as it arises. 
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We are citremcly proud of our clientele here at Oitbeimer and Company 
And well we ihould be. We lerve many fine companies To illuitrate the Kope 
of our buiineis. we show on the facing page lome of the clienti in our impos 
ing liat, selected for diveriification of induitry, liae and location 

We have been able to do more for our clienti than juit keep them latiified 
Indeed, many of them are enthuiiaitic about our work for them There are 
many complimentary letters in our files 

For esample, there is one from the Chairman of the Finance Committee, 
Chrysler Corporation He wrote us in 1941; **l am really impressed with the 
skill and abtlity with which you have analyzed our retirement annuity situa¬ 
tion. PleaK accept my comphments." 

The Chairman of the Board, Talon, Inc wrote us in 1944: *‘l want 
to convey to you our thanks and our appreciation for a job very well done 
Not only have your asstitance and leadership been satisfactory but we be¬ 
lieve that you gave us and our problems just as much attention as though 
you had been directly inti rested in Talon and had our interests really at heart 
Working with you has been pleasant because you know your business and 
carry on in a genial way. Were we to undertake a like job tomorrow, we would 
call on you forthwith " 

The President of Dtllo, Incorporated, wrote us in 1951; *'l want to 
thank you for the heron; work you did for us in this connection. It was a 
kNig |ob on which you pul in a good deal of time and I confess that there 
svere moments when I wondered if we would come up with anything satis 
taclory. With the limitatasns of permissible costs on the one hand, and some 
thing like desirable benefits on the other, I think that a reasonably satisfactory 
program has been worksd out It is difficult in these days to combat the 
effects of inflation, when it comes to retirement pay, but all things considered 
we have a plan with which we can be reasonably satisfied. Now that the 
work la behind us, I want you to know how much I appreciate your con 
iribulion to the end result ” 



30 



AMOMO OSTMIIMIK AND COMPANY CLIINTS 
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JOHN C. NICHOLS 
U.A W —A F OF L 
6ROUF INSURANCE SERVICE 
OFFICE 

1424 LAKE DRIVE. S. E 
FHONE GL-4S400 
GRAND RAPIDS. MICH. 


Mr. Dave Beck, Thiirteenth Vice President 
Aneriean Federation of Labor 
100 Indiana Avenue N.W. 

Washington, D.C. 

Dear Sir and Brother: 

We have released a booklet, "A Reference Guide to Local 
Unions for Basic Pension Benefits". This booklet is re¬ 
ceiving a great deal of attention. We have had a nunber 
of requests frosi pension specialists, ard the Spencer 
Associates in Chicago have printed it in its entirety in 
their "Employee Benefit Review - Research Reports". 

I thought possibly you might be interested in having a 
copy. If you would care to do so, we should appreciate 
your comment as to whether, or not, you think this does 
the job that needs to be done. 

Nelson Cruikshank is very natch interested, and we have 
forwarded him a number of additional copies. 

Sincerely and fraternally yours. 


John C. Nichols, Director 
Insurance and Pension Departments 
UAW-AFL 


JCN/gs 
end • 






*' M. McCarthy, jh. 
^ NABON O'HARA 
H. ■. JOHNBON 
A. C. SKAIFC 

BAt-MOA ■UII.DIMa 
> - FRANCISCO B 
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Daar Mr, Beck: 

Enclosed please find our report concrrnlnR 
the handling?: of Health and Welfare Plans and ultimately 
Pensions about which we apoke to you in Miami, 

We have divided our report into two parts, 
rirsty our proposed solution and, second, a discussion 
of our proposed solution. 

Our proposed solution may be seen and checked 
by anyone. Our discussion, because of the very nature of 
tne subject matter, is for yourself and those in whom you 
repose confidence. 

With best personal wishes, I am. 

Very truly yours, 

' T : 

PHM/ac P. H, McCAHTOY, JR. 

Enclosures 


Mr, Dave Back 
General President 

International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers of America 
100 Indiana Avenue N,W,, WASHINGTON 1, D,C, 





PROPOSED SOLUTION OP PROBLEMS ARISINO PROM 


THK UNCONTROLLED CREATION AND OPERATION OP 
HEALTH AND VIXPARE PLANS AMD PENSIONS 


That a bualneaa atook corporation be aet up to ad- 
mlnlater Health and Welfare Plana and Penaiona, to pro- 
Tide expert adrloe concerning all phaaea of Health and 
Welfare Plana and Pena Iona, Inaured and aelf-inaurcd, 
to proTlde expert adrlce concerning the Inveatment of 
Health and Welfare Plana and Pension funda, all auch funda 
If self-insured or the funis In excess of premium require¬ 
ments and expenses If Insured, and to act as an Insurance 
Broker, 

Such a corporation would not be subject to the Bank¬ 
ing laws alnce It would not accept deposits nor would It 
be an Inaurance Company, since It would not coTer any 
risk. It wjuld, to the extent It engaged In the Insurance 
brokerage business, be subject to those lawa governing 
Inaurance brokera. 

Such a corporation could act aa an Inaurance broker 
In many atatea, provided Its responsible managing officer 
la a licensed broker and In many atatea he may by action 
of the Board of Directors be permitted to carry on hla own 
nsurance brokerage business. 



DISCUSSION Oi' PROPOSED SOLUTION OP PROBLEMS ARISING 


PROM TRE UNCONTROLLED CREATION AND OPERATION OP 
HEALTH AND WELFARE PLANS AND PENSIONS 


Wa raeognlxe that alnce the passege of the Taft- 
Hartley Aet It la preaently laposalble to develop a 
national organixatlon to handle Health and Welfare Plans 
and Pane Iona alHllar to that aet up within the framework 
of the Upholatarera International Union. 

Wa raeogniaa alao that since the passage of the Teft- 
Hartley Aet the administration of all Health and Welfare 
Plana must be through a Board of Trustees with equal Union 
and ■anagement raprasantation. 

Wa raeognisa that it would not be impossible to set 
up a few trusts national in scope, each covering a separate 
industry. However, it seems clear to us that national collec 
tive bargaining agreements must precede rather than follow 
the creation of such trusts. In this respect we note the 
auggaation of one court that each individual employer may 
ba entitled to a trustee. We think this position is er¬ 
roneous, however, since such trusts must be set up by 
collective bargaining a limitation of such trust by judicial 
decision to tha aporopriate barc^sining unit is highly probabl 
Expariance has shown that wnile the various Boards of 



Trustees esnnot be conpelled ss s Better of lew to heve 
Union sdBlnlstrstlon of s plsn or one plsn or s group 
of spproved plsns from which the psrtles or the Trustees 
■sy choose such results csn be end hsse been schiesed by 
Unions In the field of collective bsrgslnlng* 

ADMINISTRATION 

At the present tine the sdnlnistrstlon of Tesmster 
Reslth end Welfsre Plsns Is on s Joint Council end Loosl 
Union level* 

Sueh oontrol ss esy be exercised either st the Joint 
Counell, Reglonsl Conference, Nstlonsl Conference or 
Internstlonsl level must be end Is being exercised by end 
through Internsl union procedures, pressures end politics* 
The first question, therefore. Is whether the solution 
under the present restrictive leglslstlon, lies within the 
frsBswork end structure of the Internstlonsl Itself, with 
oontrol over only one-hslf the Bosrd of Trustees, l*e*, the 
Union appointed trustees, or through s sepsrste or<^snlzs- 
tlon eontrolled by the Internstlonsl Union* 

Whatever farm of control that nay be attempted within 
the franework end structure of the Internstlonsl union Bust 
of necessity, st Bost be Indirect, end prlBsrlly reBedlsl 
In nature unless the Internstlonsl becoBos s real party to 
each and every collective bargaining sereeBent. 
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Tnls, under present legislation, would Impose on 
the International a direct legal liability for damages 
for acta of Local officers and members out of all pro¬ 
portion to the benefits to be obtained and would require 
an administrative staff, palo for out of the International 
Treaaurj llkewlae out of all proportion to the benefits to 
be obtained. 

It therefore seens to us that the Ideal solution, 
aidar prasent laws, lies In the creation by the International 
Union of a separate, subsidiary organization, a business 
atock corporation controlled by the International Union with 
td^lch the Local Unions and the Boards of Trustees and Employer 
Associations can enter Into contractual relations. 

The Local Unlona could contract for advice as could 
Employer Associations but, what Is of most Importance, the 
Boards of Trustees could contract with the Corporate sub¬ 
sidiary to administer their Health and Welfare Plans and 
Pensions. 

Thus, for all practical purposes, the necessity for 
Indirect control through Union procedures, pressures and 
politics would end when a Board of Trustees contracted with 
the subsidiary corporation to administer a Plsn. 

Once the contract was entered Into the International 
would throud) Its corporate subsidiary have direct. Immediate 
and positive control; control wnlch could be exercised un¬ 
impeded. 

It la possible that International pressure may be 
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neceaaary In aoma eaaaa to obtain the neceaaary co-operation 
or a reealeltrant local union and It la conceivable that 
certain constitutional modifIeatlona night facilitate the 
application of auoh preaaure. However, normally such 
preaaura would need to be exerted only once, l.e. to ob¬ 
tain the contract to admlnlater In the flrat Instance. 

Then too, there Is the possibility. In certain cases, 
that economic action may be necessai*y before employer groups 
wcaild appoint Ebaployer Trustees favorably disposed to enter¬ 
ing Into contractual relations with the subsidiary corporate 
a imlnlstrator. 

These problems, however, s-'e not Insoluble - they are 
practical problems, susceptible over a period of time of 
practical solutions. Experience has demonstrated that such 
employer opposition to the exercise of a substantial degree 
of control at the Joint Council level has from time to time 
existed but that It can be and has been overcome as a practical 
matter. 

Experience has also shown that the co-operation of re¬ 
calcitrant Local Unions and even Joint Councils can as a 
p^actleal matter be obtained. 

There la no reason to believe that similar results 
cannot ba obtained nationally although It would take time. 

The present unsatisfactory condition has been seven (?) 
years In the making; it cannot reasonably be expected to 
be cleaned up and regularized overnight. 

The extent of control that could be exercised by the 
International Union depends on the manner In which such a 
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ecrporatlon Is set up. 

Such a corporation could ba owned 100^ by the Interna¬ 
tional Union, In which avent tne International Union's con¬ 
trol would ba ooaplete and absolute. 

It could ba owned $1% by the International Union and 
by aubordlnata bodies. In which event, wnlle the Inter¬ 
national's control would be coapleta. It would not be 
abaolute sinca tha alnorlty stock holders would be entitled 
to certain rights. 

It could be owned ^0^ by the International and $0^ by 
a aubordlnata body or bodies and by properly setting up the 
By-Lawa and tha first Beard of Directors control could be 
reta'ned by tha International as a practical matter, now- 
avar, such control would not be coaplete or abaolute since 
tha rlghta of tha holders of SOi of the stock ooulc be 
exercised In auch fashion as to exert substantial pressure 
on tha International. 

It could be owned by the International and subordinate 
bodlea with tha International holding less than $0% of the 
atock and tha International could retain control at least 
to tha extent of balng able to exercise a veto power. 

It could be owned entirely by subordinate organizations 
or more than one corporation could be set up each owned by a 
aubordlnata organisation and the International could retain 
control at least to the extent of being able to exercise 
veto power. 

This brings ua to the policy question. Looking at this 




problem from the atandpolnt of the International Union 
It la clear that sole ownership by the International 
Union la the Ideal solution. Whether at the present time, 

In view of the exlntlng vested Interests of subordinate 
bodies of the International Union such an Ideal solution 
ii practical, la a matter upon which we have Insufficient 
data to even hazard an opinion. 

That there would be some opposition within the 
International, particularly at the start, la apparent from 
the seneral discussions on Health and Welfare policies td^tlch 
took place at Miami Beach. How much of the opposition Is 
but "sound and fury" and how much la aubatantlel It la 
Imposalbla for us at this time to accurately estimate. 

Howev< r, this we believe to be true. 

A sound, efficient corporate administration of various 
Teamsters' Health and Welfare Plana and Panalona would be 
Ita own answer to those who may, because of their present 
vested Interest, be Inclined at the present time to take 
a short tana view of the matter. 

To conclude this phase of our discussion: 

Since direct International control of Health and 
We.fare Plana la legally and practically Impossible the 
beat method of exercising such control at the present tine 
la through a subsidiary corporate administrator controlled 
by the International. 

Thus, the Union procedures, processes and politics 




nornally need be used but once, i*e., to obtain the con¬ 
tract between the corporate administrators and the Board 
of Truataea* Thereafter, if the corporate administrator 
does a Job the contract will, without doubt, be extended 
aa will the length of the term of succeeding contracts 
and soon at was once thought novel will be habitual. 

We should not fail to point out that the corporate 
profits, after a proper surplus is accumulated, would re¬ 
vert to the membership either indirectly as dividends to 
the International or directly by reducing the cost of ad¬ 
ministration and thereby increasing the assets of tne funds 
being administered. 


KXPERT ilDVlCE 

Such a business corporation need not limit its 
activities to the collection of umployer payments and the 
processing of claims which is t:he essence of administration, 
as we have mentioned it could also contract to provide ex¬ 
pert advice and assistance in all matters pertaining to 
Health and Welfare Plans and Pensions. 

The subsidiary corporation could contract with a 
Local Union or an Elnployer association, or botn, to advise 
throughout the original negotiations. Or it could supply 
such advice and assistance at no cost to the Union or the 
l^cloyer association in the hope of obtaining the contract 
to administer the Health and Welfare Plan or Pension, or 
even the brokerage. 

It could and should in addition to contracting for ad- 
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mlnlatratlon, contract to provide expert advice and 
aaalatance to the Board of Trustees. Substantial sums are 


now being paid private persona and companies bj Teamster 
affiliates for such expert advice snd assistance. 

Under the proposed subsidiary corporate set up the 
coat to each trust would be nominal, however, the Income 
to the subsidiary corporation should be such as to per¬ 
mit It to employ the very best qualified experts. 

The employment of such experts Is not a proper charge 
agalnat the International, Its treasury or Its members. 

It la a proper charge against each Trust Fund. 

In addition. If the International controlled the 
corporation It could directly Implement Its policy through 
theae v ry same experta. And this could be done without 
creating any unnecessary problems within the International 
Itself. 

We have referred to expert financial and Investment 
advice which could alao be provided. 

The ability to conduct a successful strike has been 
seriously Impaired by the growth of conditional sales and 
time paymf^nt plans. 

Other thlnga belne equal, stability of employment, etc., 
the degree of Impairment is In direct proportion to the wage 
structure. Where a high wage structure exists more pur¬ 
chases are made on time simply because merchants are willing 
to extend more credit* 

Many Health end Welfare Plans today are negotiated on 
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th« baala of a flat sub per month, a sum calculated to 
provide sufficient monay to pay the cost of the premium, 
administration and Trust Fund axpenses. 

Under most of these plans an employee's coverage 
ceaaea the end of the month following the month In which 
hla aaployment ceasea. 

nius, there la added to the evil effect of time plan 
purchases the knowledge of the employee that his and,In 
many casea, his family’s doctor and hospital bills will soon 
be his own. 

There ara two other methods by which the employer's 
payaenta Into a Health and Welfare Plan or Pension may be 
computed. 

One la baaed on a stipulated amount of Boney for each 
hour worked by an employee. The other Is based on a 
stipulated amount of money for a stipulated amount of 
production, l.e. tons, barrels, etc. 

Under either system the Trust Fund has, or should have, 
money to Inveat over and above that required for premium 
payments, administration and operating costa. 

Under either system a reserve can and should be built 
up to provide protection for the employee and his family 
during periods of unemployment wnether by strike or other¬ 
wise aa well aa to provide protection during periods of 
partial employment. 

The skilled Investment of such funds would provide a 
rreatar Income for each such fund and could be used to pro- 
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vide coverafre for a loogar period of tine or broader 
coverage aa the cireunataneea In each caae night Indicate. 

In any event, the Subaldlary Corporate Adnlnlatrator, 
for a fee, could aee to the proper inveatnent of auch funda 
ao aa to produce the highest yield with the least risk. 

BROKER 

Such a corporation could act aa a Broker. 

That the reaponalble aianaging officer of Its Insurance 
Brokerage Business would have to be a licensed broker is 
true. However, he would be on sslary and hla death or in- 
eapaclty would not aever the relationship between the 
Corporation and Ita Truat Pund clients. 

Once again the very beat In the Insurance Brokerage 
field could be hired at a noninal cost to each Trust Pund. 

CONCLUSION 

The creation of a bualness atock corporation controlled 
by the International, to the extent such control Is desir¬ 
able, would give the International the necessary nachlnery 
to effectuate Ita policies In the field of Health and Wel¬ 
fare Plana and Pensions. 

The International could through such a corporate sub- 
aidlary participate In every phase of The Health and Wel¬ 
fare Plana and Penalona negotiated by Its subordinate 
organ!latlona froai the Inception of negotiations to the 
paysient of benefits. It could provide the very beat ex¬ 
pert advice and asslatance obtainable at the lowest possible 
coat. It could do a Job for Ita entire stesiberahlp. 
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Prom a public rolationn standpoint^ since the Inter¬ 
national would be. Ideally, tha aole atoekholder. It could 
name a Board oT Dlractora of outstanding ability, one that 
would coaaaand tha raapact and admiration of Industry, and 
Labor, tha Public and the Govertuaent In all Ita departments, 
and It aould do ao without loalng control. It could obtain 
the aarvlcaa of outatandlng axparta In Inauranca, medicine 
and finance, paid for aa ttiay ahould ba by tha Boards of 
Truataaa and not by tha Intarnatlonal out of Its duos 
atructura. Tha field la almost without limit. 

Vftilla thla dlacuaalon Is lengthier that wa would 
Ilka to hava It, wa hava neverthalaas merely outllnad 
tha pletura. Wa hava not attamptad to anawar tha many 
quaatlona or objactlona that thla outline may auggaat al¬ 
though wa know that thara Is a satlafactory answer to each 
quaatlon and objection. 

In tha avant you have any quaatlona or would care for 
a more datallad explanation of any point we will be pleased 
to anawar or explain. 

Vary truly yours, 

/ 

r/ 
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FhIRI>MAN. I.MHR bt tllOfIK 
I ■■ririitn l^nsi mi Ai •«»* urAMTs 


February 27, 19t>4 


Hr- Dave Beck, President 
International Brotherhood of Teamsters 
100 Indiana Avenue, M.W. 

Washington, D. C* 

Re: Welfare Funds 

Dear Mr. Beck: 

1 do not know whether 1 gave you a copy of the enclosed 
article before your departure in January. 

Thia is a copy of the original, with the exception that 1 
have included certain additional procedures, which we 
believe necessary in order to give an unconditional certi¬ 
ficate to the Trustees, after having made an audit of the 
respective Trust Funds. 

Meedless to lay, 1 have written this article on the basis 
of sgr experience in Seattle, and after having convinced 
ajaelf that the office here seems to have put in all safe¬ 
guards necesmury. 1 have had several opportunities to 
examine other Welfare Funds, in and outside of Seattle, 
and to check reports submitted by other auditors. All of 
these experiences, impressions and information are reflected 
in the enclosed article. 

As far as the audit is concerned, we have put into effect 
all general procedures recocsaended by the American Institute 
of Accountants, of which we are siembers. 

If you have anj’ questions with regard to our procedures, 
please do not hesitate to call on me. 


With best regards, I remain. 


Sincerely yourrfi 

uisvlG Lube 



iw: AlEjnii£ ^ ^LFkMt £U|i,j;2 

Artlel* Bad a^iMh praparad hgr Uidvlit Loba, 

Cart If lad Publie Aeeouataut - Fartaar of 
Friadaan, Laba 4 Hoad 
•utta 613 Joaaa luildli^ 

laatUa 1 , 

(Propa rt y Md ropr>ot riphta raaarvad) 

Qaa af tha raeaat faatanta of lahcr csatraeta haa baaa tba aatahliaoiiaot 
ad "laaltli aad Uaiiara KLaaa". P^cai a bmlII baglaalae tbla prograM of 
aadiaal and aaoooaia aid baa bra eiad out lato lApy &adMtrioa. Tlila 
■rtlela la baaati oa aetaal aodlta Mala by tba abova, aaa oa ravlawa of 
audita Mida by Jtbar aaoiiantaata • 

Mbaaavap labor eoatraeta ara aagotlataO bataaaa laaployara or oayloyar 
groapa oa oaa band, aad labor oalona oa tba otbor baad, a provlaloa la 
laearporatod lato toa eoatraet coaearBlag a daaltb aad ball ara Plan 
paMvldlag fir euatrlbutloaa by tba aaployar to aueb bol.ara Puad. Tbaao 
eoatrIbatloaa bava to bn uaad to purcbaaa oaaldaat, boapltal, alei.Doaa, 

Ufa, aad tlaa loaa loauraaBo for tba baaaflt of tba aaployaoa oovarod, 
aad to a vary bmII dagraa to adaialatar aaeb iund> laob aaplayor *■ 
aaployao group aatabllabaa a avparata food uadar a truatoaahlp ao:' tvo 
or aora truatooa fraa oaob 01 tba aaplayara aad tlia ualoa aarvlag without 
pay> Iba truataaa bava full eoatrol of tba luada aoeiM Jatod, taolr 
adi.lalatratloa, aad tba dlroatloa of tba broadar aotlvltlaa of tlr truata. 
laeb fiaid'a truatoaa appoiat aa adainJatrator abo adalaiatara tba Nolfaro 
urflaa la ooaporatloa vltb a bolfara aad an Acoouatlag Caaialttoa> ^lador 
Boat iaauraaee pollalaa an aaiployan caa gat tba fallowlag aauLaaa baaaflta, 
otbarat paid up Ufa laauraaL'o, aeoldoat aad aleknoaa waaaly baaoi It, 
boapltal (to daya), aurgaon'a laaa, aataralty, doator'a tmataanta, 
laboratory aad X-ray aaaalaatloa, addltloaal aaeldoat axyoaaa, polloayalltla• 
Iba dopaadaata of aaabara of tba l•oaltb and ualiara Piaa will roeolvo about 
ttO par ooat of tba baaaflta payabla to ■•Mabara, axaopt tbat baaaflta lor 
doatora* trMtaaata. llfa laataianoa aad oaoiily baaaflta ara aot avaLlabl> 
ta dopoodoata. To fauUitato tba o parotlon of tbla plan, offlaoa bava boon 
aat up la varloua altlooa Tba dutioa of tbaao ufileoa are uaualJy: 
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(1) tm mllmt Um aipiagrflra' •oatrltatioaa ■»! to rooit tlM 


(f) tm Hoop all roeorto vitli ro^nt to oiioh ooilootl<no, pop* 

oooto ood eovoro^pi 


( 5 ) To oottlo ail aliiioo, oMopt doath koooflto 


Tte nmoflo tfeud oorvo oo opaato of tha loauraaaa oarrlara olth raapact 


to aiiilaatlat pr praatiOM ood papiag of cLaioa. Um appoiatad 


irat ar of tiM 


oad holiara raodo la tiM aupor laor of Um off 1 m, 


la akorpa of tte aeeouatlnp oparatloao. TIm iMOda 


of Um Aoooootlag aad ClaiJM OMtlona, vltk tbalr raapoatlva ataffa. 


rapipt to Um Adalalotrot«p. Xa oiqm iiperotioao, hoaiLO havo booo appoLutad 


to rooalvo auilootlaoa frM oi^iapvo and aau papaaata te LuuraMa 

aooTlMo ood odalalatratl'oo offlaoa* la thlo caoa, Um dutloo ora aaoi' 
oallp llaitod to polata f aad 3 abuvo. 


Ita Ala alMOK for ala aaplopnoa to Um Wolioro 


a "trajHBlttMl fora* aPloA la apiXod to mim Air too 


offiao 0 arjr aaotA. Qo tAio for* Aa lodiaotoa tao aaaaa ood nuoAara of 


aap cAoapoa darlag Um MajatA. To Aa oilglAia 


for laaMPaoao aowoga, aa 


aa auat bava vuriiM aigAtp (M) Aouro or 


far aogr portloaLar rira la tAa procodlog aootA. If Umo aoadltu>no 


ralflllad, Aa auat Aa laaXadaa lo too roport# Qa tAo otbor bood. 


•Mplojri 


rtlag iooa tbaa ol^tp (Bo) botpo aaod aot Ao raportad. 




aa Irragular variiag tlao, ora aot ip 00 a otrolgAl 


■oarljr Aaala. Ihla la Um oom aAoa Um papaanta Ap tAa aaplopara ar< 


aa Ao«plp, ratoiir tl 


itAlp, Aaala. 


TAa ai^lapar aioo la ragulrad to glva tAi Doaaa of tAoaa aiplafoao 


ooaaoMga aaa tonilaatad. la oddltloa, aa "oardlBaat aor-i nuat Aa ouAalttad 


for ail aao 


ilatad. 


TAa Mplapi 


of aapia*aao aovurad oa Ala roport 


aad attool 


h fcr tAa 


>unt. If adjuataaata ara oaeaoaaryi 


oaoA adjuatoaata ara al.oo 


fora. Qa 1 jada 


oa bouro 


aarfcad aalp, tAa 


I, oaalal Maurltp ouaAara aad aunAar of Aoiro varkod 
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!■ tte afflM tka baII la opanad aad iiata at—pail kgr paraona aot atkar 
wiaa aoD—atad vltk tka iroauaalai of tka raaaipta. Tka —11 la tk— 
a—tad iato tao —taforloai 

!• 1—lag akaaa racaipta with tkalr attackad tra—nlttal fora 

I. Clal— 

.K ACLflUTia- nifiT M 

Tka Aaaa—tlag ■apart—at raaalv— tka tran—ittal far— aad ek—na for 
tka raap—tlva f—da> Tka tma—it—1 :ar— ara aa—arad «ltk tka 
aiplapar'd lad^v aard ta dataralM tka —atka tar aklak tka pap—at la 
aada. Up— aoaplatl— af tkla atap. tka fcr— ara aar ad altk tka a—tk 
aad aadiar af —plop—a aovarad aad a e— trol aunkar la tkaa pi—a<i — 
kotk tka ak—i aad tka iraa—it—1 for—. 

Tka p—tlag — tka aa— ra—ipta Jour—1 la do— hp ■—kl—» aad, 
ai—1——aiialp, tka a—lopar'a ladgar earda ara poatad and t— 
dap—It allpa praparad. Tka a—trol n lak— pravlouaip a——ad — tka 
alma appaara la tka caiiik r—a p— jomt—1 , tka aaplopar'a ladgar card 
aiid — tka ka— dap—it alipi —la pro\ld— for ero—-rararan— —d 
lutaraal a—trol. Tka imktaa alao p— tka aua— for —lek tka pra- 
al— appil— aad —a a—kar ai —akara eovorod — tka c—k r—alp— 

>aaraal aad to tka aaplagrar'a ladg— card. Ikla pra—oura faaili—a 
tka datarai—tl— of —■ praolu— dua — t— 1— anaaea o—poap —lek la 
aooputad kp t—lag tka to—1 of oaBkora for —lak pr—luai aaro r—olvad 
dur—g aap gl—a a—— aultlpllod kp tka praoiua ra—• 

Tka f—da vorilag — tka kourlp apat— al— — — aaplop—a* aard lila. 

Tka— oarda a——la tka foil—lag lofar—ti—: 

■a— or aoplopar 
I—tlag rof—aaoa a u —a r 
Vaalva aol— ladl—tlag tka 12 ■—tka 
of —a p aa r in— —lak tka raap—tlva 
kaura aonad ara aatarad. 

k I— dallag—at pap—uta ara laTolvad, a ru—lag r—ard liatlag tka aan- 
tral BI.I—aril la praparad akoarlag tka dallaguant pap—ata kp tka —at— 

— uklak tkap applp. Tk—, —a —1 n—kar af aaplopaaa for aklak pra- 
alu— aara r—aiaod Jggg t— dallag—at r—it——aa rapraa—t t— pap—nta 
ta —a 1 — ra—a aaapani— aov—lag —a aurrant aoa—'a pr—la—. 
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it ar tiM rvealpta ara ehae&a raoaivad throucb tJia aail, aaaa payabia 
taa raapaetlva laultk and aairara Funda. iiowavarf a fav raoaipta ara 
la eivraaay. Ikla aagr bappan ananavar a Muaer at tha unloa paya hla 
praaltaia dlraotljr ta tha Baalth aad Mallara Fuad fear thraa aeatlia after 
laavlac tha aaplop a/ a fUra ahlah waa or la a participant of tha luod. 

aaaa oF aaah, thraa ooplaa of a raealpt ara aada out) oaa aopgr is glvan 
ia tha papaa, tha aaeoad oaa la attachad to the tranaalttal fora (and 
iVaoaaaad aa If It vai'o a ehacti) aad tha third eopgr raaatlns In txw raeaipt 
haafe. Mhaa tha dapoalt la raadp for bau^lng, tha actual eaah la than 
auhatltutad For tha raealpt. Tha totala of tha racalpta Journal ara 
auanaarlaad aad poatad to tha Oanaral ladcar OJ tha fund as foXloasi 

It i 


CracUtt Fuad (PramluM BaceLpts) 
oi Prapayaanta 

A 'prapapaont' la aat up ahan an amplograr paya praaiuaa m advaoua. In 

tha propar aoath avwh a prapayaant la JournalIsad Into pratflu* racalpta 

tv an antry la tha Oaaaral Journal aa loUowat 

a^it. t Prapayaanta 

Credit I I aad (Fraaduw hacelpta) 

It asa daaerlhad ahova hoa tha haliare ufflaa datandnaa the aaeunt of 
praadaa payahla. Tha aaaountlnf antr/ Involved In this procadtsra la aai/le 
la tha General Journal, iicerulof the praaiun payahla to tua liiauranca 


carriari 

Oahlt t Fuad 

Cradlit Freeluaa Payola 

Whan tha praaluen ara paid tha followlac antry la aaida In tha Caah fiia- 
huraanant Jouraali 

Mlt { Pra&luM Payahla 
Credit: hwvi 

Thei a ere practlaally no cthw dlshuraas lante froa tha Aaalth and Hal^^arc 
Faads, slaaa aoat axpaaaaa ara paid froa aa Adelnlatratlva >uim. 
lharv ara oartaln additional procadiraa lur fuada oa hourly toaais aa to 
aMti:i‘-end cootrala. Tlaa aod apace will not allow ua to fo lato all 
phas** sF aueh seeouatlo|. 


\ \ 
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Va faailitata fete ■■fefelMunt mt elslaa» an "IllgikUlfejr Fil*" !• safe up. 
^ aaBtitete ateva, ahanavar a aa« an^iograa la raporfead fep an a^ploqfar 
(fete iaitial raparfe oif aa aaployar aoufealaa all "na«" aaployaua) aa 
aariillaaafe aard lais feo te auteifefead «itb fete tiaoaalfefeal fora. Ikla 
■■rd la fetea ateaaad aad if foaad earrmet, it La aada part af fete 
Ulpikilltp fila la fete fealfara Off lea. Oa tte ofehar Daad, if a taralM- 
feiaa la mparted oa fete feranaalttal fara, feha aarnl 1 want card la raaovad 
froB ttefe rila. 

Aa ai^laq^ aao bad a dlaahllitp aiiat auba.lt a "iattlaaaat ol Claia" 
feaa. Ikla fan la flUad iiufe bp (l) tka a^agraa» (8) tte eaplopar 
(ar tte balfkra Offlaa) aad (3) feba afetandlag pbpaloLaat aad all fete 
parfeinaafe bUla aaafe ba afettebad. tfban tka aalfara Ufries raoalvaa 
fete elaia, Ife la akaesad for allclh..lifep of tka olaLaaat aad fear aaomey 
ai fete laforaafeioa autelfefeail. If feba eimim la fouad fe« te la (xrdar» tka 
baiaara Offlaa aa&aa out a dnift oa fete inauraaca oaipaaj la aafetlaaaafe 
af fete elaiii baaad teoo fete rafeaa oa tte boaarit aobadula. Ikla aafetla- 
aaafe ivoaadiana la foUoaad la all aaaoa, axeapt ahaa daatl. bonaflfea ar« 
lavolvad aklak ara paid dlraofelj bp tka laaaraaea carriara. All elaiaa 
pa^A alfekln tbrao dapa aftar tba atatauaat of elaln hao 
Ifefeod feo tte aalfaro Offlaa, aad ife la tte praetiea aot feo pro 
rafea aap of fete baaaflta. 

A elala audit baa baan laatlfeufead feo feaofe akoeii elalao po^A. Tba aaln 

Nalllaii of aoafiraofeioaa, lofetara fea pbpaieiaaa, 
kuaplfeal, ooplapaoa and au^lopara, aad 
Fkofeoatafela coplao or draffea paid bp fete loauraac 

ilvad, a oc-B-arlaoD wltk tka ariglnl raeorda la 

aad ilaarapaaeii 

Aa 'AAalaiaferafelva Faad" la oat up to baadla tba oporatioe expaaaoa af 
feka ball ara Offlea. Tte iaairaaou cuapaalaa raalfe feo tkia Adalalaferotiva 
Faad a apaalfle pareaafeaga aaouafe of fete prailuaa fekap raealva froa aaeb 
of fete Baaifek aad balfora fuoda. 
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lha AecoMstaot rataioad to audlit tfaaaa Halftea runoa aaa a apaelal 
raapoaalkilltjr. Altbot^\ ka la aacagad bf tha Traataaa at tha raapaetiva 
fuaia, kla roapoaalbilitjr PMeh furthar. nui aai^oyaaa and the tialooa 
looa to tiKi auditor to aajia aura tuat tka manaym which ar« coilaatad for 
tkalr kaaaflt arc praparljT aecountad for. Tha aaDicqrara^ oa tha othar 
haai, looa to tka auAltor to oatakllo^> aa eartala that tha eantrlkutlona 
raalttad ky tkaa ara waad for tha purpoaaa anisuaratad la tha laker eoa- 
traota. Tka Inauraaca eaipaaiaa rmlj oa tka auditor to aocartala that 
tka propar praaitiiaa ara paid to tlMai. /laally, the ■anaral puklie la 
lataraatad la thaao audita to aala ai«e that ttioao ilaalth and nolfarw 
fuada ara proparljr adalalataradf for puklla coaridaaoa In tha haadliud 
at tkaaa fMada rill ka naaaaaary to aatokllah aora haaith aad walfhro 

Tka aadltOTi aapmad Iqr tha Truataaa of tha FuaM, la aoncaroad with tka 
audit of tka araaiuai raaaipta ana raaittaocaa to tha iaouranea ccavanlaa. 
Tka follavlng la a t/pleal audit propms for a Vaifara fuadi 
A* £MK "li 

1. Ckaet addltloaa, footlog and croaa footlaga la tka eaal. racalpta 
jouraali aatah for eorraetlona and aitaratlona> 

>. daeoaalla tka total oaah raaalpta par eaah roceipta >curtiai with 
total dopoalta ao akoam oa baoj atataaaat. 

3< Iwaalaa for aagr inracularttloa. 

k. forlfT raaalpta poatlnpo to tka roopaetlva fuada. 

Taat okaCA poatlap. to Individual aaployara ladpar carda and 
racoaallo tka awikar of aankam coilaatad for to tka roBdttala 
to tka Laaimuaa aoapaaioa. 

6< Oktala aoadlraatluaa of pagraanta aada bp avlqpwra, to aaaure 
auditor that all roealpta ara acoouatad for. 

7. daeoaalla aad eorraot aiqr dlffaranaoo dlacovarad throusli tka 
akova aoaflraatloa. 

0. Taat ekaae ooaa traiaolttal foraa to eaah racotpto Journal- 

9. Ckaaji poatlaga at aiMiato froa a^lograra* tranaaittala to 
ooploparo' carda. 

10. ruada oa hourlp haala aaad tka aodltloaal aaaalaatloi of pont ago 
mt tkouro iron aoipltqroro' lattaro ai’ traoac^lttal to individual 
nap I nqraaa ‘ oarda, through a alaakla taat ekacA. 


T I 
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11 • flr o a Um •■plmram* (■■ria tia aiaikar oC aaokara coraraA for tla 
aatlra parla4 aaAar raviaa la raa4<la4 aai akaakaA to raporta of 

foatiaga aai w aaB-footiaga la eaah-Alahuraanbta Jamal. 
Ilia iiohuraaaanta aitk haak atataaanta. 

tka aaaaallai afeoaka for propar algaaturaa aad 

Oktaia ooafiraatioaB of papaaata to laauraaaa earriara. 

Iiaadaa tka vouekara. If aoj* 

C* 

Okgala aoaf iraatlaaa of tka haa- halaaeaa iJraetJjr rroa tka 
iitorj aaa raaoiMlla tka kB.ui ace-aaot. 

tka aioataa of tka Boari af Iruataaa of tka fuai uniar 

raviaa. 

tka loauraaa* polielaa la Walfkra Offlea- 
tka peatlaga to tka Oaoaral Laigar. 
raatlaa of tka pojnMBta aaia kgr tka an^lo^ara, tlia 
Itar triaa to aatakllak tka aeeuraey of tka folloaliV lafaraatloat 
la Tka papaaata aaka tp tka auplopar to tka particular fuak 


Ba Iko iata of tka laat pppiaat to tka faai iaileatlog tka 

tkla pagraaat aaa kaaai oo. (Tkia la 
Hag aaatk, uiilaaB tka aapiograr la 

la k^a pavaaota) 


la lafaraai af kla pagraanta to tka laalth aai Malfaro Faai 
aaaklaa tapa attaakaf to tka aaa.iraatloa ragaaat. Ikla 

tapa llata ala papaaata ta tkii faai iiarlog tka flaeal yaar. A dtipllaata 
af tka tapa la attaekai to tkii aapp of tka eaariraatloa la tka aailtor'a 
fUa. klaaa tka lafaamtloa iiai kaa. tajiao off tka laiiTliaal a.picpar'a 
I, tka total af tkoaa tapaa akaald agraa aitk tka total of tka 
iipta la tka Caak laoBlpta Jauraal. Aap ilffareaaaa hataaao tka 
'aakaiilarp aai *arlglaal" mooria akonli ka traaai iiobb aad aijuatai 
la tka ooarpa af tka aailt. 

Ika laroavatlaa aa ta tka laat iata of payaaat to tka fuai altk tka 
iaalpntloa of tka aeatk af aaplopaaat It appliaa to, la takaa froa tka 
laat oatrp oa tka aaiplopara laigar cari- Tkla lafaaaatloa la oapaalally 




■■d tka tlM of tho ouAlt arc 


Ikla auditor's aapariaooo with aovlogrsra' aoai iraotioaa Iho koao vary 

goad. Tko raplioa rooaivoi vltkio taa daya ortar tkm of tiM 

ttloo klaaaa a«aa twom. laro thao r>» of tiia firao to akon rofuaota 

oad aovarod ahout #31 of tha dollar oaouata iovsliioo. Tha 

ilooa taaoa avo vary laa aitd vary oioor oad all eould ha 

to tka aaditor'o aatlafoatloo. Za laao tkao oaa par eaot of tka oaaaa 

oao it aaoaaaary te aorraapood vitk tka ai^nyara okout tka eoafinHtloaa. 

Xka raplioa raaolvad aara raaraaantotlva aaougo to oatokliok a pottoro 

tka racorda of tka roopootivo laaltk oad ■alXOra Fiuida* 

tka aaaoi It aeuld kovo kooo DBaoaaory to aaao out 

Wkaa tka aaplayara ora elrcularLsod aavaral ooatlia 

tka aai or tka flaaad yaar, imesf of tkoii. U aadltiea to eaoakl^ 

oa tka topaa, liat tka paynaota uoda aloaa tka eloaa of 

Ikia la aot tka eooa vtiasavar eoafinattloo raguasta 

aro aailod a for days aftar tka aloaa of tka flaaal yaar. 

Ika aoofiiwtlooa aitk tka laaarauaa coapaoLaa coafealn tka foUoalog 

laraBBMtioo, tka aorraetnaao of akiok tka auditor aiskaa to aatakllak: 

!• tta polity aaakor oad a atataoaat tkat tkia polity la am lo 
foil faroa and afTaot. 

I* A list oT praoiiai. payooata aado oaA tka ouakar af wnplnyaaa 

vitk aoot poymat dariag tka fiaoml yaar uador raviao. 

3 praalian payaklo at tka oad of tka fl yaar oad 

tklo 

if ooy, or tka axpvrloooo ratlog rafLUkO, arsdits, 
dlvl isoda dot to tka fuod at tka ood of tka fiaaad ] 

^ka iofi ion for tkia la ooapilod froa tka praaiuo ropurta to tka 

t ao, akiok vara varlfiad ogoiaot tka iaionatioo in 

Jioivnal. Aay diaampaoclaa havo to ko trocad 





nta at tlia praalon). on alao, hy conflnatloa, •■tabllaiMd tlM 
iiMbar of oB^loyoa e mpartod to ttao Ino iroiiea eci^onLoa. Xf tba too 
■aouato ao aoofiraa4, do oot acraa, tha auditor naa to raeooaila tba 

dioarapaoa/, oon aaaa oacaoaary odjuotawnta* 

la ardor to oatiafjr lilaoalf vitli tba eorroetnoao of tba boona, tba 
auoitor aboiild ooaalaa tba caiMral lod^w aecounto aad traao a rapra- 
aoatatlva a aibT of oatrioa to ttair orlclaol aourcaa. Ha ahould alao 
all tba antrloa la tba Oonarol Jouraal to fiatabllah tbilr 

alao naa to ba oooearood vitb ^aalblo lappiof batvoon 
fuado. It la tba practioa of aaaa officoo to bova dirfaraot floaoi 
f^ara for tba iwloi.a Haaith and Molfara Fuada* Ibaaa ara audltod at 
diffaraat tlaao, oat; aoHotlnaa b/ dlffaraat auditora. 

It la ooaoalvabla tiat ataarovor tha intaraal oaotrol La not offlalont, 
Ibppiag bataoon tba varioua fuado aigbt ba triad, to tba datrLaont of 
tha offieo. It M/, tbarororo, bo advtaabio to put all fuado la tha 
offioa oa tha aaaa ouoinoaa /oar, and to ^aika rafulor aontblj or quortarlp 
audita, iaatoad of /aarly audita. 

Ibo audit of tha *Aitaialatrotlva Fuad* proaonta ao particular problw . 

Xta oparatiaaa ara llba tbooii of arqr couaarciol ootorprioa and it eoa bo 
auditad oa ouch. Tam raooipta of tha "Adaloiotrotivo Fuad* ara oai/ rrH 
fa« aouraoo, aiad it ia rolativolp ooap to obtain a aoofunuitlon of 
pooaipta I'rch tha pa/aaa. 

lit of tba laaltb ood Malfora Fuiaia ia aooMubat diffvant froa aiqr 
otbar oadltiboaauao af tha particular noturo of thaoo t'uoio, tbi auditor 
auot taka opaoial pracautiona and at all tiaoo hoop ia aiad that ha iiaa a 

publia raopoaolbilltjr vban ho ia rataiond to oaBaiav tha raccrda of Inalth 
oad Uolforo Fuado, and that groat uaight will bo givaa to hla opiaioo. 
r, aotbi'ig but a taorough and caiiploto Jc b «Lll do. 
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GENERAL EXFamVF W-lARn MFFTTNG ^ ’ Vy^,* 

^'laml, February, __ 


ubjecti Welfare Program! - Martin E. Segal warning to iniurance industry. 


Actiofk Taken I 



Oatei 



Hr S'gal :3 a i'uLn<--- Martin E. Segai 4 
oaipany. conau.’.rants in i.v**r ‘SO welfare 
rro^aaa tDrongncnt the Mnlted Jtatea. These 
we . fare progra«s( jjver over .^,000,000 workers 
and their i a*llleo thr lu^'Kiut the country and 
•.nciide t.he "hi 'ig... Tistrict "ouncll. of Car- 
pente’-s Welfare Kund, Sheet Metal Workers Wel¬ 
fare Fund of 'niTiigo, Basery and "onfectionary 
'jhion and Industry Natl -nal Welfare Fund, Na¬ 
tional Maritiae Welfare Fund, l.^borers Health 
and Welfare Tr'ist r’und for Northern t'alifornia. 
Milk Industry - Drivers and Dairy Eaployees 
Unions Welfare Fund, and others. 



WAR UN F SFGAI & (OMPANY 


GBOUP WfLfABf AND PENSION PROGRAMS 
S5 EAST 34th STREET NEW YORK 16 N Y MURRAY Mill 4 3300 


FOR RELEASE: After 10 AM. Wednesday. 

February 10, 19 ^ 1 ^ • 


WELFARE PROGRAM EXPERT BLAMES SOME INSURANCE COMPANIES AS 
RESPOBSIBLE FOR ABUSES IN LABOR-MANAGEMENT INSURANCE PLANS 


Martin B. Segal Warns That Unless Insurance Industry 'Polices 
Itself Restrictive Legislation is Inevitable 


CHICAGO, Ill. -- A nationally tinovn expert in the suilti-billion dollar 
f.t;ld of 1abor-aanageswnt welfare progress today (Wednesday) charged that 
State and Federal investigation of these prograss had disclosed abuses 
which were as such the fault of the insurance cospanies and brokers involved 
as they were of union and esployer representatives. He warned that restric¬ 
tive iegis.ation would inevitably follow unless the insurance industry 
adopted a 'otie of ethics and undertook a self-policing Job. 

Addressing the closing session of the three-day conference of the 
■salth and Accident Underwriters Conference at the Drake Hotel, Martin E. Sega 
partner In the New York welfare consultant fins bearing his name, dec ared; 


--BKjre-- 
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Nartis I. Sagal 

[f all Inturanca coapanias BalntalDad dacent standardc with respect 
to the acqulaition of buainaaa, the abuses which riave received publicity 
would be well on their way to beinit eliainated.” 

Nr. Segal, whose fiins is consultant to aore than welfare progress 
ia the Uhiited States covering sore than 2 aillion workers and their faal- 
liea, pointed out, however, that "there are thousands of good welfare funds 
ia existence aad these are being adainistered on a basis which truly serves 
the beat intaraat of the aavloyaes, their faailies, the industry and the 
Ubitad States." 

fla cited axcaasiva coauissiona, needless service fees, so-called "ad- 
aiaistration fees", switching of insurance carriers "for the sole purpose 
of getting as agent or broker soaM new coiasissions or aaking rooa for a 
so-eallad 'conaultant'" aa axeaplas of practices which rob the insured 
worker of wider benefits for hiaaelf and his faaily. 

"It is up to the insurance industry," he said, "to help 'clean house.' 

A code of ethics should be developed and anyone violating that code should 
be prevented frow participating in the conduct of welfare plans -- Just as 
the )ar Aaaociations throw out those of their MBbers who violate the ethics 
of tnat distinguished profession.” 

extracts frea Nr. Segal's speech folloe: 

This brings ae to the third point I wanted to discuss with you this 
sK>rning • the investigations which have been undertaken by various State 
and federal groups. 

Aa a result of these investigations and the general publicity which 
haa COBS with thea, it appears that soae individuals have used the welfare 
funda for their own private gain rather than for the benefit of the workers 
aad their faailies. 

It would be a aistake, 1 think, if the welfare funds which are in dis¬ 
repute were peraittad to caat a shadowy doubt on the thousands of collec¬ 
tively bargained welfare funds which are honestly adainistered by eaployer 
and union trustees for ths true benefit of the eaployees and their fsailies. 


--aore-- 
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la the State of Rev York, a etudy ie now being aade of the sore than 
600 welfare funde la effect. 

Aa a resident of that State, 1 an proud of the thoughtful approach 
which has been taken by the Superintendent of Insurance, the Honorable 
Alfred J. Bohlinger. 

CoMissionar Bohlinger'a handling of this problea, aa well ae others 
has indicatad real aenaitivity and appreciation of what is good for the 
public aa wall aa the insurance industry. 

In tha inatancea where a welfare fund has been wrongly used for the 
benefit of certain individuals, it la not only the union leader and the 
eaployer repreaentative who are at fault. The insurance coapany and insur¬ 
ance agent or broker involved are alao responsible in one way or another. 

If all insurance coapanies aaintained decent standards with respect to 
the acquisition of business the abuaea which have received publicity would 
ba well on their way to being eliainated. 

1 balieve that the aajority of insurance coapanies are aindful of their 
reaponaibility to the public in thla new and iaportant fisld of welfare 
funda. Those few insurance cosipeuies that are not, are siaply closing their 
ayes to the isiplicatloas of such practices like their excessive coaaission 
payaents. 

The inaurance industry aust police itself. If it does not do this 
effectively there will inevitably be restrictive legislation. 

The eliaination of excessive coaaissions, needless service fees and 
ao-called "adainistration fees' would autoaatically also eliainate those 
who are in this fiald siaply to exploit it with a public be daaned” attitude. 

Sensible people believe in coapetition. Vhen coapetition is ethical, 
it is stiaulating and results in good productive effort. But senseless coa¬ 
petition between insurance coapanies, with no other goal than production 
records, is pointless and breeds all kinds of ills like lower benefits for 
higher coats. 

Thoughtful leaders in the insurance business know that there should be 
aore eaphaais on the quality rather than the voluae of new and additional 
business. 

Tha switching of Insurance carriers for the sole purpose of getting an 
agent or broker soae new ccssslssions or aaklng rooa for a so-called "con¬ 
sultant” is heraful to the insured group, as you know. I believe that there 
should ba penalties invokf<d against those following these practices of 
"twisting”. 

I aa sure that all of you here want to help develop proper standards 
for the acquisition and servicing of trusteed welfare funds. Leaders of 
industry and labor expect help frc» those who really understand this coaplex 
fiald. 





Nartln E. Segal -V- 


It la up to the Insurance Industry to help "clean house". A code of ethics 
should be developed and anyone violating that code should be prevented frca 
participating in the conduct of welfare plans - Just as Bar Associations 
throw out those of their aeabers who violate the ethics of that distinguished 
profess ion. 

While there are aoaie welfare funds tnat are deliberately Blshandled, I don t 
think we should peralt the evils that have developed in those funds to dia 
our view of the great progress that has been aade by aany, aany other welfare 
funds. 

We Bust keep a sense of real perspective, and realise that there are 
thousands of good welfare funds in existence; and these are being adainls- 
tared on a basis which truly serves the best interest of the e^loyees, 
their faailles and the industry, and the country. 

As Aaerlcans. we can be proud of the fact that our deaocratic form of 
governaent has enabled aanageaent and labor to aeet on this coaacn ground 
and to build a unique structure which protects the sick and the hurt, the 
orphaned children and the destitute widow. 

I know hundredii of large and saall eaployers who have hailed the 
achleveaents of aany welfare funds as a practical aeans of iaproving 
labor-aanageaent relations and furnishing good insurance security and pro¬ 
tection at reduced cost. 

And what a reaarkable achieveaent this welfare fund prograa is when 
we see that it has the support of the aajor political parties, trade union 
aoveaents, asjor eaployers' associations, and Industry groups - indeed, vir¬ 
tually every segaent of Aaerican society. 

As a result of these well-aanaged welfare funds, there are aillions of 
Aaerican workers and their fsallies who have protection against the haiards 
of sickness, hospitalisation, aedical and surgical care and death. Before 
these welfare funds were established, many of these saae eaployees had only 
the bleak prospect of loan sharks or finance roapanies to look towsird. Now 
that bleak prospect has changed to a self-respecting independence, because 
of tha welfare funds which are now in existence. 

Because of the experience of well-aanaged welfare funds, there is be¬ 
fore the Aaerican people a greater opportunity for providing aore and 
bettsr Insurance protection and security. Qq>loyers and unions together, 
with the cooperation of governaent where necessary, will continue to take 
that opportunity to forge an even better life and increased security in 
the years ahead. 


•t.cl 
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IN THK IIOrSK OF KKI’HESENTATIVES 

t 

Jami'ait II, I9M 

Mr. ti(«ni\N of llirliimii ininiiliirrd futhiwiiic bill: »M<'h i*frrrv«l 


A BILL 

To (Miroiir>ig(> SiHtr siiiMTviMoij Ilf lalior mijnn |i«-hIiIi hikI wrllHte 
funds, to proinoii* the lioiu «| HdiiiiniNiniiioii thereof, and to 
protort oninlovM's and ^•mplovor» from rarkotornnp. 

1 /;, f •' /. / // .' ■ 

2 fiiv.f of thp i 'niud fifates or Amn’irn in f rmarcxf oMt^niUtd. 

3 'Hint, notvrith'itnndinjj flio ^»r^\^!»Ions of wc'tion <» of tho 'Art 

4 of Ortohor 15. 1014 (rh. 323. .30 Slat. 731: 15 P.l S. C. 

5 17). the e«5tHblishmpnt, inainlonamo. and adniiMi«Jtmiion of 

6 tmst funds, estnblisfiod, mninininod. nr ndfnlni»torod bT'rojv 

7 rosontatives of oinployoos or jcmitly by ropro^mtatiTo^ of 

8 oniployees and by omployors or ihoir Ti>iirosoiitjrfrvo<». to 

9 which an omployer or employoos make payments or con- 
10, tribntions, and all trust funds whi<h are oxooptod by clause 


I 


















1 (5) <•( Kubft^ioii (t*) tA i^Hiioii .'Mr;, titlr m. of ibr A<i of 

2 .Iiiiie 23, 11*47. kiiiiwn a> tiu* “l^Uir )lNiiai;i*iiit‘iii Ktlaiioim 

3 Art. 11*47” Uli. 12ib «*i Stat. 4^*: iMil*. 8. C. im> (r) 

^ ('))) from iHr'of'^Jii^ an* indudt'il 

S ill the trnii *‘bu>iiu‘>>’> of for tbr lairiMiM*- of H(*«*ti«Mi 

® 2 of tin* Aft of Marrh 1*. Ilt4.’» (fb. 2*). .'»lt Stat. 34. ax 

7 aiiieij<lfd by tbf Art of July 25. 11147; <b. 326. 61 Stat. 

8 44K: 13 U. S. C. IU12). 

8 Sk*’. 2. Sfftioii 4 of the Art of Mareh 11. 11*4.5 (eli. 2**. 

.511 Stat. 34. 1.5 1’. S. 1**141. w brn !>v anser.deil to 
read: 

“Notliitijf foutaiiUMT''in fTii- Alt exeept the a|iplifatioii 
hereof to trust funds e^tahli'lied. niaiiitaiiied. or adiniiii'tered. 

14 hv ri'preseiitiitivea of fiupioyi:f' or jointly by representative- 

15 of eiiiployees and liy employer- or their npreeeuiatives, to 
' whidi an employer or employlea make puyuitais or coiitri- 

17. / hutious,. shall be ronstnied to afleet in any luaiuior the 
13i .qtpliration to the busiiHof iusuraiwa* of-Uie Act of July 

18. 3, as uuieuded, known aa the Nuiiuual Lahor Kolatioii^ 

20, Aet. nr the Aet of June 25, 1938. a:i anieuded, known aa tha 
21 lair Ijiibur Standards Act of 1938, or the Act of June 5, 

22. L920, known as the Merchant Murine Act, 1920.” 

23, ., ... Six.. 3.iSeetion 6 of the Act of October 15, 1914 (ch. 

24 323,. 88 Stat. 731, 15 U. S. C. 17), is hereby amended by 

25 adding to the end thereof the following new paragraph: 


1 “Notwitboianding the pnivnions of the first paragraph 

2 of this section, the antitnist lams have applbrntion to ron 

3 tracts, combinations, conspiracies, agret'inenta, activities or 

4 operations m*bicb provide for, relate to, or concern any pay- 

5 nient or delivery’ of. or agreement to pay or deliver, any 

6 money or other thing of value, in violation of section 3<12, 

7 title 111 . of the Act of June 23, 1947. kiiom’ii as the I^abor 

8 Maiiagement Rdatums Act, 1947 (ch. 120, 61 Stat. 157, 
8 29 (7. S. C. i'^oi. other than the maintenance, admini-tra- 

18 tion. and operation of a-trust fund excepted hy section 302 
' fi‘ the Labor‘^lanagcniciit Relations Act, 1947, 

12 X supi*rviscri hv a- Slate or Territory of the Tnited Slate* 

13 Tuf *»v the IHstricI nf (‘«)hmihia.” 

SKr.''4. The fon'going provisions of this .\cl shall take 


14 




CHAUFfEURS. WAREHOUSEMEN 
AND HELPERS, OF AMFRICA 


FCF IM^DIAT’: RFLEASt 


WASHINGTON — A plea to members of the International > rotherhood of Teamsters to 
heighten vigilance against infiltration of racketeering elements iri local union aff.iirs 
«aa maae by Teamsters General President Dave Beck in his monthly letter to the nation's 
1,400,000 Teamsters. 

Mr. Beck singled out extortionists and manipulators of urio.i welfare and insuiano 
proqr ma as th» greatest threat to clean unionism. 

"Re must be alert to guard against those who would attach themselves as leeches 
on the body of organized labor and take dishonestly to the discredit of organized labor 
as a whole,” he declared. 

He further asserted that responsibility for cleaning out racketeers in local unions 
falla squarely on the leadership of International Unions and their parent organizations. 

In accepting that responsibility in behalf of the Teamsters Union, Mr. Beck 
called for solicitation of "careful government investigationsof the conduct of our affairs,' 
particularly in the welfare plan and insurance fields. 

He asked each local to review the experience and business status of participating 
insurance companies and brokerage agenciest and advised regular CPA audits of claims 
paymentsand investment of surplus funds. 

"Where dishonest administration is suspected," he stated, "the International Union 
haa, and will exercise, authority to investigate every phase of operation." 

In his letter Mr. Beck also explained current Teamster organizing activities; 
announced the opening of a New York City organizing office, and discussed moves taken by 
the AFL to clean up rackets on the New York-New Jersey waterfronts. 
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Mr. Robert P. Plachells, Secretary 
Aaerican Pharaacautioal Aaaociation 
221'; Cone tl tut Ion .svenue, Northweat 
Waahington 7, D. C. 


Dear Mr. Fiachelia: 


Requeat for Infor 
Regarding Our 


I-", reply to your Inq'ij 
November 1' th, T can Inf or 
Plan to data makea no 
PharaMceui Icel Sorvl<>^« 


If, In the 
in thla matter, 
with vour req 




ur letter of 
at our Health 
fr-r aupplylng 


futu -e, thar 
me 1^11 be m— 
ro\j.nf ockT^ t. Ion. 


J ahould be a change 
at happy to comply 


} 


Sincerely youra. 


EOM:br 


Elnar C. Mohn 
Aaalatant to the 
General Prealdent 




Amrriran |)harmareuttcal Assoriation 

•niMMintt •••• 

November 16, 1953 

># *Mt •€' SI**** 

infwTvM A««.. M. W. 

f. a. •. 

Hr. D. Beck, President, 

^•aMtere, Chauffers, Warehouaemeti 
a.’td Helpers of A*«rlca, 

International Rro. of A.P.L., 

100 Indiana Ava., N.e., 

■aahlnrton 1, D.C. 

Dear Mr. ^ecki 

Wo aru curruntly making a survey of voluntary health insurance 
plans with special reference to their provisions for supplying pharmaceu¬ 
tical services. Tho results of this survey will be used to prepare 
a coaporativo table for tho guidance of pharmaceutical associations 
in dev-.luping their policies and recomnendations with respect to such 
plans. 

If thu health plan sporiSored by your organization has provisions 
for supplying phamacoutical sorvicos, wo would deeply appreciate having 
as much information ss possible concerning tho scope and nature of these 
services. In addition, it would alsc bo of help to us to have such data 
ssi ar< a sarvi.d by plan; number of contracting hospitals, if any; onroll- 
aent; and duration of care provid'.d. 

Of great aid to us would be a specimen copy of your plan, in 
tha avont that it contains references to pharmaceutical services. 

Any information that you may give us concerning this matter 
will ba grostly appreciated. 

Sincerely yours. 


Robert P. Fischclis, 
Secretary 


P.S. Should you pref- r to supply the inforuatinn requested on a question 
and answer basis, we would be glad to have you make use of the 
onclostid questionnaire. 



AMERICAN PHARMACEUTICAL ASSOCIATION 
2215 Constitution Avenue, N. W. 
Washington 7, D. C. 

HEALTH PLANS SURVEY 


1> Nano of plan: 


2. Docs thu plan sponsored by your organisation provide for pharmaceutical 
aorvicca? 

3* Area served by plan: 

If Number of contracting hospitals (if any): 

Nunbor of persons enrolled: 

6. Duration of carv provided: 

7* Nature and scope of pharmaceutical services: 

(Please describe as fully as possible.) 


Signature and title 


Plcaac us • opposite aide for any remarks. 



M 5xr.'Ai v_i-; ^ 

' -UV^^Vvr.^r>S 
. ■ Vm. / .. . 


Saptambar 24f 1953 


r« Waltar H« Biflam. AAnlniatrator 
Taawacart Sacurltj i’lan 

Caattla (9)f •*aahL«,ton« 


Daar Walti 

W'P for tha 

and thanking jou for tha fim 
fllaa« It la appr> oiatad 

Tha family lata 
va ara all tO(^cthar« wi 
all or t.a. 

Kind rag« 





ay in writing 
ou aant for my 


d fron Califonila acd 
life mvich happier for 


i.lnar 0« Konn, Aaaiatant 
to tha Ganeral I'rosldai^ 
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HAROLD J. 6IMONS 
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WARI-Iiorsi- & DISIRIBITION WORRIERS’ I'NION 


AfWU/ n» WITH INTMNATIONAL MOTHilHOOO OR TIAMSIUS CHAURMUIS. 


WARIHOUSEMIN I HariiS or amhica 

AD.M N'iSl NATIVE FILE 






September 22, 


Mr. Dave Beck, Oenpral Preeldant 
International Brotherhood of Teamsters 
100 Indiana Ave., N. *• 

Washington, U. C. 

Dear Fresidant Beck: 

bncloaed is a publication 1 thought 

you mi>ht be interested in seeing. 


Fraternally yours. 


HJO/yk 

£ne. 
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INDUSTKY, MEDICINE HAVE JOINT STAKE 

IN HIGH QUALITY OF MEDICAL EDUCATION 

If Induatry and tha aadlcal profaaalon ara to aaat thalr aajor raaponalbillty 
to a>olaty In tha naxt two daoadaa — a joint raaponalbillty for halplnc the Ameri¬ 
can laopla aohlaya tha hlfhaat poaalbla health and llTlnf atandarda — cloaer 

olu 
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That waa tha oonolualon of nearly a aoora of corporation aadlcal dlractora 
and aadlcal aohool offlolala at a oonfaranoa called by tha National Fund for Medi¬ 
cal Education In Now York raoeintly to "explore waya of atranKthenlnf tha link 
botwoon aoadaalo and onylronaantal aodlolna." Thera waa (anaral airaaaant that; 

M Dortora in industry, playing a mounting role In keeping America’s workers healthy 
and productive, depend on tlic medical schools for both their basic and their refresher 
training. Industry and the schools, therefore, have an equal stake in the quality 
of inadical education. 

* To peotact that stake and insura steadily rising standards of medical training and 
reaaarch, industry and the schools need a mechanism that will make cooperation easy 
and effective. The Medical Advisory Committee of the Fund’s Committee of American 
Induatry, compoaed of 442 corporation medical directors, is tailor-made for that role- 

Tha four aajor reporta took note of currant daaanda for acre undergraduate 
training In Induatrlal aedlolne, but lapllad that tha apaolflo requlreaenta of 
Indi atrial aedlolne alght beat be aet by Incr-ased eaohaala on Dravantlve aadlclne . 

DEAN GEOMZ PACKER BERRY of tha Ham* Madloal School, past praaldant, 
Aaaoolatlon of Aaarloan Medical Colleges, lied for a thorough overhauling of 
aedlcal education to orepare future doctors nr the practice of ‘'conprehenslve" 
aadlclne . Inataad of the narrower "aolentlflc" aedlolne that pravalla today 
Solantlflo aedlolne, ha pointed out, atresses aalnly the biological, ohealoal and 
physical factors In disease. CoaprahenslTs aedlolne, on tha other hand, "accents 
the prayantlTa features of aedlcal practice, striking hard at the circumstances — 
physical, genetic, enylronaenlal and psychological — which give rise to disease, 
striving to cut down Illness at the earliest possible link In the chain of events." 


DR. ROBERT COLLIER PAGE, aedlcal director. Standard Oil Co. (N.J.), reporting 
the oolleoted opinions of various corporation aedlcal directors, outlined the 
advantages of closer cooperation between Induatry and the aedlcal schools. He 
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quoted oaa pbjaloian aa auftiaatlnc that, baoauaa prlvata praotitlonara provide aoat 
of the induatrial aadloal onre in the nation, aore teaching tiae "ahould be devoted 
to tha gooio-aoonoBio aanect.e (of induatrial aedicine) and the relationship between 
the private praotitionar, tha induatrial patient and induatry." 

DEAN JOSEPH C. HIMSET of the Cornell Univeraity Collate of Medicine, also an 
AAMC past preaident, reported that underfraduate aedical training does not seek to 
teaoh "teohniquea required for the suooeaaful praotioe of the various specialties." 
It aaska. aaong other thinga. to provide " the eettine in which the atudent can lea rn 
ini- 
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DR. EARL C. BONNETT. aedical director, Metropolitan Life Insurance Co., and 
with Dr. Page, a oo-ohairaan of the Medical Advisory Coaalttee, pointed out that, 
with the trend toward "treating the whole nan", the job of the induatrial physician 
in the future aav not differ auch froe that of the teneral practitioner . Currlc- 
ulua eaphsaia on industrial aedioine as a separate discipline, therefore, nay not 
be neoeaaary. The big Job of the dootor in industry, he declared, is prevention 
sod haaltb oonaervation — whiob requireo that bis a ntivities and interests be 
eatended to the worker's hoae where "a lot of the industrial physioisn's problems 
ora initiated, although the aoployer bears the brunt of their aanifeststions." 

Dean Vernon W. Lippord of the Tala Univeraity School of Medioine, expressed 
the view that good oediool praotioe helps induatry, not only through plant health 
progrooa — whiob save eoployars ooney — but by ^Inina A nerican coanunities 
nn intain a healthy work-force . Dean John McK. Mitchell, Univereity of Pennsylvania 
Sobool of Medioine, and Dr. David Goldstein, aedioal direotor. New York Tiaes, 
auggeated that aedioal sobooln nnke greater use of industry aa a laboratory in 
trainlae dootora . Others present at the aeeting were: 


|. A. Curran, M. D. 

Leonard |. Goldwatcr, M.D. 
H. Sherwood Lawrence, M.D. 
|ohn Netlaon, |r., M.D. 
Norman Plummer, M.D. 
|ohn Poutae, M.D. 

Harry E. Ungerleider, M.D. 
C. Rickard Walmer, M.D. 
George F. Wilkina, M.D 


SUte Unir. of NY., Coll, of Medicine, NYC. 
Columbia Unir. School of Public Health 
N.Y.U. Collage of Medicine 
Union Carbide ft Carbon Corp. 

New York Telephone Co. 

Lever Broa. Co. 

Equitable Life Aaaurance Society 
Induatrial Hygiene Foundation 
New England Tel. and Tel. Co. 


Copiaa of tha four aajor reports are available froa the National Fund for 
Medioal Eduoation, 2 Meat 46tb Street, New York 36. 

18 ANYBODY LISTENING! 

Coapsniea that have trouble "reaching" their eaployees — on such subjects as 
health, safety, production and the like — aay be interested in: 

TALKING IT OVER, a ssnusl on getting ideas across to eaployees, stockholders 
and dealers, published by the National Aasooiation of Manufacturers, 14 Best 49th 
Street. New York 20. Contains (1) a 12-aontba schedule for a coaaunicetions pro- 
graa. (2) sssples of suooeaaful talks, letters and bulletins used by various 
ooapaniea and (3) descriptions of tools and techniques. 65 pp. First copy free. 

PRETESTING AND EVALUATING HEALTH EDUCATION, published by the Public Health 
Service, Msahington 25, D. C. Tells bow to find out in advance whether educational 
aatarisls are likely to be reed and underatood by the intended audience. 26 pp. 20^. 
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MEDICAL TIEATMENT OF ‘REPEATERS' CITTS ACCIDENTS 


By trMting aocidanta an a aadloal problaa. tha Third Avenue Transit Systea. 
ia-e York, eaploying 2,000 bua operatora. cut its annual accident total to leas than 
h alf and aavad hundrada of thouaanda of dollars in coapensation and liability costs. 

Thia eaa accoapliahad priaarily through an accident prevention prograa worked 
out by Dr. Harold Brandalaons, aedioal director, with the cooperation of the 
aafaty and peraonnel departaanta. It ia built around three steps: (1) rigid 
preeaDlOTaent eaaainations. 12) eipa nded aedical services for eaployees. reaching 
iato the hoae and (3) reaular aeoioai checkups. 

Accident "rcpcetcri’* get epeciel etudy. One group of 156, who got coneuitation and 
retraining, reduced their accident rate 22.7 percent in eui monthe. Another group 
of U, who got medical treatment in addition to retraining, reduced their rate 83.6 
percent in the eame period. 

A aedioal "profile” ia kept on evary bus driver. In addition to on-the-Job 
characteriatica. it ihow aooial. doaeatje and other factors that mas affect his 
work. Pariodio eiaainatione turn up ulcera, diabetas, lapaired vision, astigaatisa 
and high aad low blood preaaure — which can be treated before they cause acci¬ 
dents, rather than after. 

One driver, with an exceilent previous record, hed three eccidente in two monthe. 
Inveetigetion diecloeed that hie wife wae nagging him to move to the weet coe>t. He 
wae given e leave of abeence, moved to California and returned five weeke later eaying 
that hie wife preferred New York. He baen't had an accident eince. 

Aside froa tha unknown savings froa decreased liability claias . the program 
broeght the total coat of sick benefits, eaplovee coapensation and aedical depart - 
aent upkeep down froa 1256,424 in 1946 to 1181,599 last year. 

For its pioneering work in accident prevention the coapsny has received two 
ewarda froa tha A a erican Trans it A asoclation . The plan went into effect in July, 
1947. Here ara the before-snd-sfter accident figures, at two-year intervals: 


TEAR 

1946 

1248 

1950 

1252 

Vehiole Collisions 

5.361 

4,150 

2,894 

2,170 

Padastrisna struck 

386 

247 

131 

113 


Dr. Brandalaons'a own description of the prograa is available on request froa 
tha Medioal Departaent, Third Avenue Transit Systea, 2396 Third Ave., New York 35. 

INDURTRIAl. HYGIENE REPORTS AVAILABLE 

Soae of tha collected reporta delivered at the 17th annual nesting of the 
Industrial Hygiene Foundation, Pittsburgh, Mov. 1, 1952, are available froa the 
Foundation. Mellon Inatituts, 4400 Fifth Avenue. Pittsburgh 13. $1. 





ST. LOUIS HEALTH PLAN CUTS ILLNESS LOST TIME TO 3 DAYS PER YEAR 


Aftar tba Labor Health Inatituta. a labor-aanageaent aedloal center in 
St. Louia, bad baan in axiatanoa five yeara, one employer aaid; "He*re in tbia 
for aalfiab aa wall aa buamnitarian raaaona. Healthy eorkera certainly ara better 
than aick onta." 

Tba Inatituta, a Joint project of Local 688, International Union of Teaaatera, 
AFL, and tba firaa eitb ehiob it baa oontraota, reporta that ita 9,000 aeabera 
avaraaed only three diva loit tiae froa illneaa laat year . It ia financed through 
employer oontributiona of to 5 paroant of groaa payroll (The 5 percent ia for 
faaily oovaraga.) 

Aaong tba 200 firaa participating ara: Brovn Shoe Co., Rice Stix Dry Goode, 
Sbaplaigh Hardware, Crown Cork, J. C. Penney, Forbea Coffae, Butler Broa. and Pure. 

Lait year, the center recorded 85,000 individual viaita. It gave 21,000 labor itory teata, 
29,000 a-n^a and 1,000 phyaicai therapy treatmenta. Uutaide the medical center, 

1,200 peraona were hoapitaliaed, 600 operationa were performed and 224 bahiea were 
delivered. The LHl drug atoie filled 22,700 preacriptiona. Home viaita totalled 4,800 
and there were 1,100 patient viaita to ataff doctora in their private officea. All medical 
recorda are confidential between phyaician and patient. 

In addition to 65 part-tine doctors and dentists, the professions! staff 
inoludss registered nurses, x-rsy teohnioians. full-time druggists and a medical 
librarian. Looflsts. posters. noYieo sjwl cltssss eiphssize shoo safety and family 
hsslth prscticoo 

Chief emphaaia ia on prevention •• keeping people well •• rather than treating diaeaaes. 
Periodic eaaminationa are encouraged. Benefits are estended to unemployed members 
for aia months through a reserve fund set up for that purpose. All services are free 
to members, but they pay for drugs, eyeglasses and dental materials. 

Hmrold Gibbons, Local 688 seerstary-trwasurer and prime mover in setting up 
tba Inatituta, ia president. Dr. John MoNeel is medical director. 

Tha Notionol Fw«d (or Medicol Edwiolion it e non-profll, volvnfory corporofion vitoblithed in 
(or tho benedt o( tba notion i 79 madicol fcbooU. Editor, MEDICAL ADVANCE: Roymond Torr 




100 Indiana Avanue, H. W. 
9 July 19>| 


Mr. W. L. Miradlth, Praaldant 
Taaaatara Local Union Ho. iBl 
39 Meat McMiekan Avanue 
Oineinnati 10, Ohio 

Dear Sir and Brother: 

IneLoaad pleaaa find a copy of tha A> P. of L. reference guide "Penaion 
Plana Under Collective Bargaining” tor Trade Uniona. 

Thia ie in reply to . your letter of July 2nd, in vhicb you requeatad in> 
foreation on penaioh plane. 

Pratamally youra. 


Prank Tobin 
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Prefare 


One of the most conspicuous dexelupments in recent 
collective bariraininir history has been the rapid spread of 
neirotiated retirement plans. A Bureau of Labor Statistics 
study shows that, as of mid-1950, about 5,000,000 orfran- 
ized workers were covered by contractual pension plans— 
a threefold increase since 1048. The number has continued 
to (rrow since those fiirures were compiletl. 

On the surface, this seems to represent a very substan¬ 
tial amount of proirress toward overcominir the economic 
hazards of old aRe. Unfortunately, the fiRiires are mislead- 
inR. The restrictions and limitations of most of these plans 
are such that, out of the more than 5.000.000 workers de¬ 
scribed as beinR "covered." very few have any real assur¬ 
ance of ever actually receivinR a pension. 

The fiRures are. nevertheless, an indication of the man¬ 
ner in which unions are trvinR to meet the very real and 
human problems faced by their older members. Few union 
men can see their fellow workers tossed out of the ahop on 
their Social Security—with poverty and dependence await- 
inR them a.s the end reward of a lonR. productive and dues- 
IwyinR work life—without feeliiiR that somethinR should 
be done about it. 

The Federal Social Security system, even after recent 
improvements, still remains pitifully inadequate. A private 
pension plan will therefore seem to many to provide a 
sound and loRical solution to the financial problems of the 
aRed. Older memljers will naturally favor the Idea. YounRer 
members who can see far enouRh ahead to consider the time 
when they will be in the same boat will also he inclined 
to approve 

At first Rlance. then, almost any kind of a paid retire¬ 
ment plan may look like a substantial improvement* Un¬ 
fortunately. the issue is not that simple 

In its net effert upon a Rroup of workers, an ill-«nn- 
sidered or poorly-^siRned retirement plan is not neces¬ 
sarily better than none at all. Such a plan mav impair other 
vital trade union aims and functiona. while offerinR r«la 
lively little in return 

Whether or not a pension plan is actually a Rood Idea, 
and the type of plan that ouRht to be aet up. are questions 
with no sinRie answer that would apply to all rroups alike 
The riRht answers can be found only after studyinR the 



is8ue in relation to other economic objectives; in relation to 
the existinK level of watre rates and workinK conditions; in 
relation to the effect upon mobility and job tenure of the 
members; in relation to the characteristics and most press- 
injr needs of the meml)ers of the particular jrroup concerned. 

The exj>erience of another union does not nece.s.sarily 
offer a sound Kuide. A plan that has worked well for one 
union may gi'e much difficulty and few benefits if trans- 
planttHl to a different situation and a different set of 
circumstances. 

A retirement plan should be tailor-made to conform to 
the need.s, characteri.stics, and re.sources of the particular 
group of workers which it is to ct)ver. Its structure, its 
cost, and its value to the members will deiiend upon factors 
which vary from one group to the next. It is therefore a 
mistake simply to take another union s plan and adopt it. 
in all its details and without modification, as a model for 
an entirely different group of workers. 

Here, as in other areas of collective bargaining, a little 
care and forethought will be well repaid. A pension plan 
is a long-term proposition—offering benefits to most of the 
members onlv in the more or less distant and uncertain 
future Nothing i« to be gained and much can he lost 
through hasty action. 

The piaiining of a pen-sion program—in the normal 
situation where funds and Itargaining opportunities are not 
without limit—presents a series of choices between alterna¬ 
tive courses of action. Oniy the particuiar union concerned, 
knowing the needs and wishes of ita members, is qualified 
to make these choices. 

If it makes them with its eyes open and with an under¬ 
standing of the basic principles involved, must of the pitfalls 
and iVfects which are commonly attributed to private pen¬ 
sion plans ran he avoided, or at least reduced to a minimum 
If it goes into this field blindly, the plan may prove a burden 
rather than a benefit, an irritant rather than an asset. 

The purpose of this handbook is not to lay down any 
single hard and fast course of action for unions to follow- 
in meeting the pension issue. The purpose is only to pro- 
rkle some of the basic farts necessary to an informed deci¬ 
sion. and to describe the ahematives in such a way a« to 
assist union negotiators in making their own best choir*. 



Part I 


>ATI RE AMI PI RPOSE OF PENSION PI.ANS 

Thf* subject of pension>-pluns Is not a simple one. If a 
careful and thorough job is to be done, the task of planning 
and operating a retirement program will require a lot of 
technical work on the details of cost and financing. Here 
the union official must rely to a large extent upon the 
"experts" who do that sort of work for a living. Up to a 
point, he will have to take their findings at face value. 

While he should make sure that the persons who do thi.s 
work are reliable, the union official should not wa.ste his 
valuable time getting involved in a lot of purely technical 
questions. Preliminary estimates of cost can be finally veri¬ 
fied only through experience under the plan in actual opera¬ 
tion. Likewise, the best way to get to know ail of the finer 
points involved in the admini.stration of a pension plan is 
through actual experience in administering the plan. 

The union negotiator should, however, know something 
about the general principles behind the figures relating to 
costs and methods of financing if he is to do an effective 
job at the bargaining table. Some of these principles are 
discussed in the following chapters. 

Rut first of all. he should have a clear idea of the funda¬ 
mental nature of a pension plan—what it can and cannot do, 
and how it fits in with all the other interests and aims of 
the union. He should know what the primary objectives 
of the plan ought to be, how those objectives rank in the 
order of priority, and how they can best be carried out. 
He should know what provisions are needed in order to 
priivide the greatest possible degree of protection to the 
rights of the membership as a whole. This he cannot leave 
to the outside “expert”. 

Pensioas Are Earned. Not Giten 

The paternalistic type of employer usuallv regards 
a pension me a gift or gratuity granted as an aet of benev¬ 
olence. or nMyrsI duty, to his "old and faithful" emplovees— 
in other words, as a bone for Old Dog Tray. This Is a view 
which labor cannot accept, for It runs directly counter to the 
basic principles of the trade union movement. 



Pension Plans L'nder Coli.ective Karcaining 


Unions do not bargain for gifts or gratuities; they l>ar- 
gain for wage# and conditions of employment. The nt'gotia- 
tion of the labor contract is a tran.saction between equal 
parties in which equal values are exchanged—not a petition 
to a Itenefactor for charity towards a group of old retainers. 

When a (tension plan is brought within the .scojte of the 
agrei'ment, both parties thercbv acknowledge that it is in 
fact a part of the hire which the workers are to receive 
in txchmge for their labor. It is not “free" and they 
do not get “something for nothing", as an act of grace on 
the part of the employer. They earn it and pay the em¬ 
ployer for it by doing the work which con.stitutes their end 
of the contract. 

A pension plan is not. therefore, a conditional or discre¬ 
tionary gift by the employer, but a aererrea uagr earned 
by current labor .services, and required by the terms of 
the contract. 

To many, the fact that a retirement plan is a form of 
c ompensation may .seem too oitvious to require further argu¬ 
ment Xeverthele.ss. it is a point which ought to be kept 
clearly in mind. It ha.s a very im|>ortant Waring upon many 
questions which are Uiund to arise with regards to the 
form of the plan, the manner In which It Is to be admin¬ 
istered. and the rights of the members under the plan. 


It means, first, that the workers’ interest In the pension 
fund Is not established solely by reason of advanced age 
and “I<ing and faithful” service with an employer. That 
Interest is established by reason of the work performed 
by all the members during the term of the contract. 

The performance of that work is all the employer has a 
right ti» in return for his contributions to the pension 

fund. The amounts contributed b> vW emp'orer to the 
fund, to finance the p<>nsion credits accumulated by the 
group during the term of the contract, should therefore 
be an irrevocable payment which the employer cannot 
withhold or recapture, just as he cannot withhold or recap¬ 
ture cash wage payments. 

The workers’ interest in the negotiated plan la equally 
strong regardless of whether the fund Is set up fnnnallv 
on a *o=cs:lled "contrlKutorv ’ or on a ‘‘non-contrlbutory 
baaia. In the sense that the contributions paid in hy the 

t 
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employer have been earned by the workers, they actually 
pay the full amount of the cost in either case. 

Likewise, the workers covered by the plan are properly 
entitled, through their union representatives, to a forceful 
voice in the control and management of the fund. This right 
is ju.st as clear in the ca.se of a negotiated plan as it would 
be in the case of a fund which the workers might .set up 
entirely through their own re.sources—outside the shop and 
without employer interference—with money which they 
might elect to set aside out of their cash wages. 

As a matter of fact, one of the practical alternatives to 
the negotiation of a union-management plan, ba.sed on 
employer contributions, is the negotiation of an equivalent 
amount as an increase in current cash pay, and the use of 
that amount—through an increa.se in dues or special a.s.se.ss- 
mcnts—to .set up a strictly intra-union fund. About the 
only advantages to bargaining on pensions, where all the 
terms of the plan depend upon employer agreement, lie in 
considerations of administrative convenience, plus the fact 
that employer contributions to a pension fund are not cur¬ 
rently taxable to workers as income, as they would be if 
taken in the form of cash pay 

Pensions Versus Other Er«tnomic (iains 

Pensions are a labor cost item, like all of the other 
economic terms of the working agreement. Viewed solely 
from thi.s standpoint, it should make little real difference 
to the employer whether that cost is incurred in the form 
of contributions to a pension fund, or in the form of higher 
wages, paid vacations, a health insurance plan, nr a reduc¬ 
tion in standard working hours. 

A union s ability to negotiate a pension plan will depend 
largely upon its ability to bring enough argument and pres¬ 
sure to bear to induce the employer to accept a higher labor 
price. Under '*rdinary circumstances then, a uni*»n that Is 
able to persuade an employer to pay into a pension fund 
should be lust as able to take that economic gain In some 
form other than pensions if it elected to do so. 

The negotiation of a pension plan therefore involves 
the sacrifice or drfirnient of some other alternative obiec- 
ti\t- lo which the union could have devoted hs collective 
bargaining <nergies. In its simplest terms, this presents 
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the union with the question of a choice between current 
wairea and deferred waRea—of whether or not it wouid 
be wiser to take the cash and let the pension credita go. 

Of course, there are t>ther factors which mav at one time 
or another make it easier or more desirable to neirotiate 
a retirement plan than to secure an equivalent increase in 
cash wkfes or other benefits. Among these factors may be 
certain tax advantages for the employer, and precedents in 
other parts of the trade or in other trades—not to mention 
the wage stabilization situation. 

Bince their effects from the standpoint of inllation are 
entirely different, as well as for practical administrative 
reasons, the Wage Stabilization Board has quite properly 
placed wages and pension plans under separate sets of 
rules. The Board may accordingly (lermit the e-stablish* 
ment of a pension plan where it would not approve a 
straight wage increase. 

Under normal conditions, however. m<M«t unama must 
eventually decide whether the interests of the members 
would be better served by going after a pension plan or 
by concentrating on the task of improving the wage scale. 
This is a decision which each union must make for itself, 
in the light of its own |tarticular circumstances. 

Faced with the choice, one union may pro^ierly decide 
that a pension plan woulu be a desirable immediate objec¬ 
tive. Another may feel that its members cannot at present 
afford to divert any part of their potential wage gains iato 
a pension fund. 

I’ension Funds l.iailted la Use 

In considering this issue, certain facta should be borne 
In mind. Pension funds are designed to serve but a single 
major purpose: to help meet the need for an assured In 
come after a person's working life is over. Detwnding 
the person s present age, that particular contingency 
may be relatively remote as compared aith other more 
preaslag ones 

In contrast, a wage increase can be used for any number 
of purposes. It may be added to savings or used to provide 
an immediate higher standard of livlag. As liquid savings 
it will be available for other urgent aeeds as woU as that 
of old age—the education of ones children. nMdioal cx 
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pcPAes. living expenst.'s durinsr unemployment, payments 
on a house, or anything ei.se that chance or choice might 
require. 

These are economic problems «hich most workers must 
face long before they reach old age. A |)ension fund in which 
their equity is froaen until retirement will not help to meet 
them. Only ca.sh wages can do that. 

This being the case, the priority which a union will 
assign to a pension plan in its negotiations may depend 
upon the extent of its present old age problem, in relation 
to the extent to which its meml>ers are presently able to 
meet other pressing economic needs. 

In extreme cases, the an.swer should be fairly obvious. 
Where the wage stale of a particular gntup of workers is at 
or near the liare subsistence level—or too k>w to provide 
detent food, clothing, housing or medical care—wage in¬ 
creases should be the first order of business. 

Even though the problems of the aging in such a group 
are very serious, to sacrifice a possible wage increase in 
order to set up an expensive private pension plan would 
leave that group "insurance poor”. This is one of the 
manv reasons why private retirement plans can never meet 
the bmad national problem of old age insecurity. The 
Federal Social Secunty system Is the only practical meana 
of aolting that larger problem 

Pensmns a Soand ftbiective for Manv Groaps 

While limited to one main fumtiun. a well-constructed 
penaiun plan performs that particular function very well. 
There are manv groups, therefore, that may derive sub¬ 
stantial advantages from the negotiation of a sound retire¬ 
ment plan. 

This might be true, for example, in the caae of a union 
whoat members enjoy a acale of wages high enough to 
provide a margin o(f economic aafety after immediate 
needa have been met. For such a group, aocial security 
alone—plus what they may have been able to set aaide 
individually—may mean too aharp a drop in their accua- 
tonieil atandard of living after retirement. They may well 
derldr that the negotiation of a pension plan should take 
precedence over other considerationa 

ft 
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While a good pension plan ia certainly not one of the 
cheaper thinira in life, the benefits which the individual 
member stands to get out of a group plan are much higher 
than he could possibly provide for himself if he were to 
.set aside his pro-rated .share of the cost of the plan in the 
form of individual .savings. Of course, in return for this 
chance of higher benefits, he runs the chance of never get¬ 
ting anything hack out of the fund at all. 

Like a lottery or a baseball |>ool, some of the participants 
must lose out. if others are to get more out of it than they 
put in. A member pays for the assurance that if he does 
live until retirement, and meets anv other qualifications that 
might be written into the plan, he will receive a guaranteed 
income for the rest of his life. 

The relativelv high benefits, in relation to the per capita 
cost, of a pension plan are made possible through tax 
savings and interest earnings on the funds held in reserve, 
and through the operation of the law of averages which 
will apply where the plan covers a substantial number of 
members. These aspects of the pension issue are discussed 
in greater derail in Part III. 

By negotiating these plans through collective bargaining, 
workers can pool their respective risks and resources mi as 
to take advantage of the law of averages and the economies 
of gn»up participation, to provide those who qualify under 
the plan with a higher retirement income, at a lower cost, 
than the)' could otherwise obtain. They can spread this 
coat in a systematic and relatively convenient way over 
the span of their working and earning lives. In short, 
they can obtain benefits as a group which would be herond 
their reach as individuals 

While the older men who are near retirement will get 
the most direct benefit from a pension plan, there are 
certain definite advantages for the )rounger workers also 
In addition to having the promise of a future pension their 
preaent job secarity may be enhanced 

As the older men retire, new job opportunities are opened 
ap. In slack times, the retirement of older workers may 
save the job* of younger men who wnuM otherwise he 
laid olf. The retirement problem Is therefore related to the 
hraader problem of keeping involuntary unemployment at 
a uiaimam 



Fart 11 

I*E>SI(»> PLVNS AND THE LAW 


It ifl now firmly established that pension plana fall within 
the leiral definition of “wairea” and "conditions of employ¬ 
ment”, so that an employer cannot refuse to barfrain col¬ 
lectively on the subject. 

The National Labor Relations Board has ruled that 
"wage.s” include "emoluments of value, like pension and 
insurance benefits, which may accrue to employees out of 
their employment relationship”, and that an employer’s 
contribution to a plan "constitutes an economic enhancement 
of the employee’s wages”. This ruling has been upheld in 
the courts. » 


Taft-Hartlev Restrictions 

The Taft-Hartley Act places certain restrictions upon 
employer payments to union pension and welfare funds. 
Section 302 of the Act requires that: 

(1) A written agreement must be made with the em¬ 
ployer detailing the l»asis upon which payments are 
to be made. 

(2) Employer contributions to union pension and welfare 
funds must be made to a trust fund, with provision 
for equal representation by management and labor 
in the administration of the fund, together with a 
neutral osrty or umpire to .■ettle di.sputes. If the 
neutral partv cannot be agreed upon, he is to be 
named by the I’nited States district court. 

(3) The agreement must provide for an annual audit, 
and public posting of the results. 

(4) Pension funds must be kept in a separate trust 
and used only for pensions or annuities. 

These restrictions do not apply to funds eatabliahed by 
collective bargaining prior to January 1. 1946, nor do 
they appiv where pension or welfare funds are controlled 
solely by management, or where thev are supported solely 
by workers contributions or dues payments 



Pension Plans TJndei Collective Bargaining 
Tax Regulations 

Under the regulations of the Bureau of internal Revenue, 
employer contributions to a pension fund are not counted 
as a part of the employee’s c^ages for purposes of the with¬ 
holding or income tax at the time these contributions are 
made. The employee does not have to pay any income 
tax on these amounts until he actually retires and begins 
to receive the pension. 

At that time, the portion of his actual pension which is 
derived from employer contributions is counted as income 
and taxed accordingly. However, the employee will not have 
to pay a tax on his pension unless his total income, including 
the.pension, after retirement is high enough to put him in a 
taxable bracket. 

Provided the plan is approved by the Bureau of internal 
Revenue, the employer derives a substantial tax benefit 
from his contributions to a pension fund. The.se contribu¬ 
tions are regarded as a co.st of doing business and the 
employer may deduct the full amount from his taxable 
income, even though the.se contributions to the fund are 
in excess of the amount actually being currently paid nut 
of the fund In the form of pensions. The interest income 
earned by an approved fund through the investment of its 
reserve is likewiae exempt from taxation. 

In order to qualify fur tax exempthin. a pension pia II must 
meet certain requirements set forth in Section 165 («i) 
of the Internal Revenue Code. The chief requirements are 
aa followa: 

(I) The pemsinn plan must be "permanent." It can be 
terminated only by reason of “busine.ss necessity" and then 
only after the advance approval of the Bureau of Internal 
Revenue has been secured. Otherwise heavy retroactive 
tax penalties may be incurred 

The Bureau of Internal Revenue has ruled that a pension 
plan which is part of a union-management agreement can he 
regarded as "permanent” within the meaning of this pro¬ 
vision even though the agreement has a specific termination 
date—inasmuch as it is the intention of the parties to main 
tain the plan aa a permanent feature 

<2> The plan must be established through a trust, con¬ 
tract or other legally binding arrangement 
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(3) The pension fund must be for the exclusive benefit 
of the employt^es and their beneheiaries. 

(4) Unless and until all liabilities under the plan have 
been satistied, the principle or income of the pension trust 
cannot be diverted to purposes other than employee bene¬ 
fits. This rule operate.^ to prevent the employer from 
receiving back any money paid into the tru.st. even if the 
payment is an overpayment. 

However, he can get rebates in the form of “experience” 
credits which he can apply to reduce his future contributions 
or premium payments. In this way, overpayments or so- 
called "actuarial gains** may be taken out of the plan by 
the employer, as a reduction in his future costs, rather than 
left in to increase benefits to employees. 

(5) The plan must cover either a certain minimum 
percentage of all employees, or a group of employees de¬ 
termined in such a way as not to discriminate in favor of 
officers, stockholders, supervisors ,or highly-paid employees. 
The Bureau has two alternative rules for administering this 
provision—the so-called "Arbitrary” rule, and the "Discre¬ 
tionary" rule. 

Under the Arbitrary rule the employer may exclude 
certain short-service and part-time employees. Out of the 
remainder. 70 percent mu.st be eligible for coverage under 
the plan. Out of th^tse eligible, at least KO percent must 
actually join the plan in order for it to qualify. 

Actually, few plans come in under this rule. Most of 
them qualify under the Discretionary provision, which per¬ 
mits the Commissioner of Internal Revenue t«» approve any 
classification of eligible employees if it does not discrimi¬ 
nate in favor of employees who are officers, stockholders, 
supervisory emplovees. or high-paid employees. Under this 
rule, many plans which are limited to far leas than the 
number required by the Arbitrary rule have been approved, 
including plans which covered as few as 10 percent of 
the employees. 

16) The actual lienefits sfiecifted under the plan must not 
discriminate in favor of employees who are officers, stork 
holders, supervisor^’ personnel or highiv-pald employees 
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Peniiion Plans Under WaRC Stabilizatiun 

The Defense Production Act specifically includes pension 
and welfare plans in its definition of “v\ages. salaries and 
other compensation” which the Act subjects to stabiliza¬ 
tion controls. However, the Act does not require that 
these plans be controlled in the .same manner or by the 
same set of rules as are cash wages, or that their cost 
be offset against any permi.ssible increases in cash wages. 

On the contrary, there are many valid and compelling 
practical rea.sons why they should not be—as the Wage 
Stabilization Board finally came to recognize after at¬ 
tempting to write a formula under which pension costs 
would be offset against wage increases. Some of these 
reasons were set forth in a letter sent to the Board by 
Eric John.ston during his term of office as Economic Stabili¬ 
zation Admini.strator. Johnston pointed out that: 

“Health, welfare and pension benefit.s in gene:‘al do 
not constitute payments which in fact compensate for 
increa.ses in the cost-of-living. Nor do they add to the 
purchasing power of workers and thus to inflationary 
pressures. 

“These benefits are a form of saving and to that 
degree are non-inflationary. Furthermore, it is diffi- 
cuh to evaluate the cost of these plans accurately in 
terms of dollars and cents. Such an attempt would 
only result in confusion. 

“For these reasons. I request the Board to prepare 
regulations that, within approved limits, would exclude 
health, welfare atiu pension plans from the adjust¬ 
ments permissible under the ten per cent allowance. 
The Board should then set up standards under which 
it would consider the approval of such plans as may 
be submitted to it.” 

The current policy of the Wage Stabilization Board is 
emh(Klied in General Wage Regulation No. 21. adopted 
February 22. 1962 

It places no specific limits on the amounts of benefits 
which may be provided upon retirement or In case cf total 
and permanent disability before retirement, nor upon the 
amounts which employers may contrlbuta to a pension 
fund. Unions and employers are free to adopt any type 
of benefit formula, or method of determining the amount 
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of pension to be paid to retiring members, that they desire. 
The only stated re.strictions to which they must conform 
in order to obtain "automatic” approval for a plan are 
the followinjr: 

(1) The normal retirement ajre for full lamefits must be 
at lea.st a|re 65. (The Board will approve age 60 for women). 
Benefits paid to workers who retire before age 65 mu.st be 
reduce<l to the extent necessary to take account of the .shorter 
perils! of .service before retirement (except in the ca.se of 
unit benefit j>er year of service plans who.se formulas accom- 
pli.sh this automatically). Kxcept in the case of early retire¬ 
ment for disability, they must also be reduced to take ac¬ 
count of the longer period of life expectancy during which 
the pension is to be paid, and other "actuarial” factors. 

(2) Payment of benefits, except d**ath benefits, must be 
spread over the lifetime of the employee. They may not 
be paid in a cash lump sum. 

(3) The plan may not provide for the payment of ca.sh 
benefits, derived from employer contribution.s, to workers 
who sever their employment before retirement. However, 
“vesting" rights, whereby a worker receives a paid-up an¬ 
nuity or permanent equity in the pension fund which will 
pay off when he diH's reach age 65, may be provided. 

Before a plan can be put into effect, a report of its de¬ 
tails must be filed jointly by the union and employer. This 
repi>rt should be sent directly to the national Wage Stabili¬ 
zation Bi»ard in Washington. A special form is available 
for this purpose, and may be obtained at the neare.st office 
of the Wage and Hour and Public Contracts Division of the 
U. S. Department of Labor. 

The Board will acknowledge receipt of this report, and 
unless the partiea are notified to the contrary within 30 
days after the date of the letter of acknowledgement, they 
may put their plan Into operation as of the effective date 
provided for in the terms of the plan. 

Reports of plans which do not conform to the reatrlc- 
tions daacribed above, or which the Board feels may be 
unstabiliaing” on other grounds, wrlll be treated aa peti- 
tinns for approval, and the unions and employers will be so 
notified. Such plans cannot be put into effect until the par 
ties receive specific notice that the Board has approved 
them 
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Tht> reffulation further re<|uiren that a plan must eventu¬ 
ally obtain Bureau of Internal Revenue approval for tax 
exemption l>efore it will be regarded by the Board as 
“finally” approved. However, unions and employers do not 
have to wait for Internal Revenue approval before putting 
the plan into effect. The plan may be placed in operation 
as aoon as the 30-day review period is up or, if it does not 
meet the re<)uirements for automatic approval, as soon as a 
rulinfr is received from the Board. 

Regulation No. 21 does not govern pension funds set 
up to cover building trades workers whose wage.s are con¬ 
trolled by the Construction Industry Stabilization Commis¬ 
sion. In the case of these workers, new employer contribu¬ 
tions to a pension fund must be offset against any wage 
adjustnw nta allowable under the Commission s stabilization 
policy for 1962. This policy provides for the caae-by-case 
approval by the Commission of wage increases up to 16c 
per hour in excess of the rate approvable under the old 10- 
percent formula. The Commission has made separate pro¬ 
vision for “health and welfare” funds, for which a 7V« cent 
maximum allowance—over and above any allowable wage 
adjustments—has been adopted. 




Part III 

i'fahimn losr K\<rroRs 

('out determination i« probably the most difficult sinirle 
question involved in the establishment of a pension plan. 
Only a reliable actuary is qualified to make a firm estimate 
as to how much a irlven level of benefits for a particular 
irroup of workers may cost—or how much in the way of 
benefits a iriven level of contributions can safely provide— 
and even his estimate is likely to he little mure than an 
educated safe iruess 

While the union neirotiator should not undertake the 
function.* of an actuary, he should know snmethinjr almut 
the principles upon which cost estimates are ha.sed, so as 
to be able to make intelliirent use of these fiirures at the 
bartraininir table, and In the administration of the plan. 

(fist Kquals itenelifs i.eM* Interest Plu.x K\pense> 

The actual operatinir costs of a retirement plan will be 
determined by: 

(1) the amount of benefits paid to each retirlnir worker; 

(2) how many workers qualify for benefits; 

(.1) how lonir retired workers live to receive benefits; 

(4) the rate of interest earned throuirh the investment 
of the money held In the pension fund; 

(5) the expenses incurred in administerinir the pension 
system (clerical expenses, leiral. actuarial and ac¬ 
countant a charires. etc.). 

The real enst la equal to the total benefits paid out. less 
the interest earned, plus the operatinR expenses 

Obviously, none of these several factors can be relied 
upon to remain fixed and uniform in amount at all times. 
Rach factor may and will move up or down from time to 
time while the plan Is in operation 

How much a plan will be cuatinR at any one future 
In time cannot, therefore, be accurately predicted 
lunir in advance. Hnwe^wr. over an extended period of 
tine, the temporary up and down ntmements of these 
\ariable factors will tend to baiaare out 


IS 
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If thill is the case, the ioiiR-term average cost of the 
plan will tend to be uniform and can be estimated. This 
estimate can then be used as a basis for computinR a uni¬ 
form rate of contributions which will be needed to finance 
a Riven schedule of benefits. 

To aid him in makinR this estimate, the actuary has 
certain facts, riHrords, and tables of statistics available. 
These reconls and tables show what past experience with 
refrards to the factors affecting pension costs has been. 
They enable him to determine the rate of interest pension 
funds have been earning from their inve.stments; the aver¬ 
age death and survival rates for persons at given ages; 
employee turnover rates; prevailing levels of administra¬ 
tive expense. 

The actuary arrives at his preliminary cost estimate 
by assuming that past experience with regards to these 
various factors will—on the average—continue to hold true 
in the future, and that the particular group under study 
will have the same experience, if this group of workers is 
large enough to enable the "law of averages*' to work out 
as expected; if the group has no peculiar characteristics 
which might cause a variation from the general experience 
on which the assumptions were based; and if the actuary 
take* proper account of each of the factors which affect the 
coat of the plan; then the actual cost should—over the long 
run—turn out to be reasonably close to his preliminary 
estimate. 

Actually, however, there is a considerable area of dis¬ 
agreement, even among professional actuaries, as to the 
manner and degree in which account should be taken of 
certain factors in particular situations in computing pre¬ 
liminary estimates of coat. There is still a wide area in 
which individual Judgement must play a part. Since actu¬ 
aries are human, they too can be wnmg in their judgements. 

For this and for other reasons, most professional actu¬ 
aries will prefer to err on the conservative aide, by using 
cautious assumptions which leave a substantial margin of 
safety. This will result in a more or leas deliberate over 
statement of probable coats 

There are other causes which may load to substantial 
deviations between estimated costs and actual costs. A sya- 
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tfin whereby cost estimates are base*! on certain past 
averaaes cannot anticipate lon^-term upward or downward 
trends which may cause these a\era(res to be no longer valid 
in the future. If average interest rates were to show a 
long-term decline in the future, for example, the actual cost 
of a pension plan will exceed an estimated cost based on 
past average interest rates. 

Furthermore, there is no practical wav in which actu¬ 
aries can take accurate account, in advance, of extraor¬ 
dinary events such as wars and depressions, which may 
have a profound influence on the factors affecting costs, but 
which cannot be actuarially predicted 

For these reasons, the actual cost experience of a plan 
should be surveyed from time to time by an actuary as a 
check to see whether or not the initial cost estimates are 
being borne out by experience, and what adjustments are 
needed, if anv. If the actual cost is less than anticipated, 
an “actuarial gain“ is said to have occurred, and it may be 
possible to either reduce contributions or increase benefits. 
If the actual operating cost is greater than anticipated, an 
“actuarial loss" results, and it may be necessary to either 
increase contributions nr decrease benefits. 

How ts Get Technical Assistance 
Generalb’ speaking, there are two ways in which unions 
and employers can get outside actuarial aasistance in set¬ 
ting up a pension plan. They can either engage a profes¬ 
sional consultant on a fee basis or they can call in an insur¬ 
ance company representative and ask him to submit cost 
estimates for a proposed plan. Some banks and trust com 
panies that make a business of administering pension funds 
alan offer consulting services. 

The services of independent actuaries ami consultants 
do not come cheaply. While it may he p«issihle to negotiate 
a flat overall fee. their charges are usually based upon the 
man-hours of work required to perform the services 

TSe total amount of the fee will therefore depend upon 
the site of the group, the rhsejcter and complexity of the 
o’--, the ease with which the necesaary data can be gath 
er«Hl and reduced to asahir form, and other factors which 
may affect the amount of time spent on the Job. 

If 
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An insurkiice company will supply cost estimates “free” 
■>f any direct charRe to the union or employer, in hope.s of 
its particular insurance prwiuct to the parties. How¬ 
ever. all of the insurance company's ex|M‘nses. includinK 
sales cumm^'sions. and profits, are included in it.« premium 
charire.'*—so none of its services are actually “free” of 
charge. 

Aside from the question of expense, there are certain 
advantaKes in hiring an independent actuary rather than 
relying on an insurance afrent. The professional consultant 
will not be interested in selling any particular product or 
type of plan as aKainst some other plan which mi^ht be 
ta tter adapted to the needs and desires of the group. Ho 
will l*e >>n hand for consultation, to answer technical ques¬ 
tion- and to give advice if needed, at the time it is needed. 

The technical services of an insurance company, on the 
other hand, are more likely to be a remote-control propo¬ 
sition. Insurance sales agents are .seldom very well-informed 
on tho tts-hnical details of pension plans, and will have to 
ref. r n»»st (|uesti<'iis to their home office for an answer. 

A g'SMl profes-ional actu.-iry ran figure ci>sts much more 
£l;‘'«*ly than insurance companies are willing to do. He can 
ad.uist for certain f.'srtors such as emph»yee turnover — 
which insurance companies do no! ordinarily include in 
th*ir calculations or premium rate .scht><lules. ( ost esti- 
mat4s submitted by insurance companies will he consider 
ably higher than th(»se that will he worked out by a compe¬ 
tent independent actuary who takes careful account of all 
the itrobabililies. 

Local unions that are alsiut to negotiate a retirem«'nt 
plan should consider the possibility of an arrangement with 
tb*' employ«T wh«'r»“bv thc> might j(»intly engage an impar¬ 
tial actuary to pro\ide the necessary ciwt estimates, and 
to whom tivhnical questions might la* referred b\ both 

p.ietie* 

If relation- . the employer are such a« to make 
this possible, it would certaini.v the most iTonomical ap¬ 
proach. sinre it would eliminate duplication of effort and 
expense. It would also facilitate c»dlertive liargaining hv 
helping tf» eliminate orn- area of possible disagrisment 
Negotiatiim* could then lie devoted to questions of polirv 
without getting Isigged down in actuarial details. 
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If this in done, care should of course be taken in the 
selection of the actuarial consultant. Private consultingr 
Arms have grenerallv in the past derived most of their rev¬ 
enue from employer business, and many—if not most—of 
them are well saturated with the employer point of view. 
However, there are a numlier of consultants that do a irood 
bit of trade union as well as employer business and are 
equipped to provide thorougrh. fair and impartial service. 


Itala Needed in (ompulinR (<>-1- 

Before the cost of financing: a particular plan can be 
estimated, the actuary or insurance company must have 
certain data on the workers who are to be covered by the 
plan. The union should collect this information before the 
experts are called in. 

The following: facts on each individual worker In the 
irroup to be covered by the plan should be collected: 

(1) Rate of pav (if the benefits of the plan are to be 
related to earning:s) 

(2) Are 

(3) Sex 

(4) Seniority or past service (if the benefits of th# 
plan are to be related to service) 

Local unions should, in moat cases, be able to ip’t this 
data from the employer, who will probably have it readily 
available in his files. While there have as yet been no NLRB 
cases on this specific matter, principles established in rul- 
inrs in which employers have )>een required to furnish 
other types of data needed by the union for informed col¬ 
lective barraininr indicate that the employer is under a 
lefai obllration to furnish this information. 

If, for any reason, this information cannot be obtained 
throufh the employer, the union can make up cards with 
blanks for the members to fill in with the data needed 
These cards should be distributed amonir the members, and 
irathered up after they have been filled in. The Ajrursw de¬ 
rived from this work force “census” should then be tahu 
lated in some loiHcal order—preferably by order of aire— 
for handy reference and use 
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With these titrures. the actuary can then procet'd to trans¬ 
late the benefits scheduled to be paid under the proposed 
plan into terms of the probable approximate cost, or vice- 
versa—to translate the level of contributions into the 
amount of benetits which they can safely provide. 

In the former case, he will determine for each woriier (or 
each irroup of workers that are identical with respect to aire, 
service, and sex) the amount of benefits which will be pay¬ 
able upon retirement. He will then perform a series of 
computations to determine (1) how much money must be 
in the fund when the worker retires to truarantee him a 
pension for life, and (2) how much money has to be con¬ 
tributed to the fund during each year of his working life 
before retirement in order to make sure that the neces.sary 
amount is there when he retires. 

Size of fund Required to (Guarantee a Pension 

To figure out how much money mu.st be in the pension 
fund when a worker reaches retirement age in order to 
guarantee his pension for life, the actuary makes an initial 
assumption as to how long the worker is likely to live after 
retirement. To guide him in making this assumption, he 
has at hand a mortality table which shows the average 
future life expectancy of an individual at all the various 
ages 

One table in common use at the present time is the so- 
called 19^7 Standard Annuity Mortality Table. This is a 
relatively con.servative table. Its use will yield a higher co.st 
estimate than would be the case if other tables—such as 
the general Tensus tables—showing a shorter life expec 
tancy, were u.sed 

According to this table, the average male at age 6A can 
expect to live 14.4 years longer. The average female at age 
6A can expect to live 17.AA years longer 

Experience has shown that a woman has about the same 
life expectancy a.' s sn years younger. Since a pension 
for life will have to he paid for a loitge: time. It costs a good 
bit more to prosdde the same amount of monthly pension 
for a woman than for a man. 

That is why the cost of a given pension plan, providing 
the same level of benefits, will be higher for a group that 
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contains a substantial numb< r of women than for a Rroup 
that contains few women; snd that is why the actuary must 
know how many women there are in the work force before 
he can make a reliable cost estimate. 

If the retirement age is 65, then the average male worker 
reaching retirement can expect to collect his pension for 
14.4 years, and there must be enough money in the fund 
when he retires to pay the specified rate of benefits fur 
that length of time. Some workers will, of course, live 
lunger than this, but the additional cost of paying them a 
pension for longer than 14.4 years will be offset by the money 
left over from the funds set up for workers who live less 
than 14.4 years after retirement. 

If the rate of pension for which a worker qualifies at age 
65 is 91,000 per year, the fund must be large enough to 
provide him with a total of 914,400 in income from the time 
of retirement until his death, when the pen.sion will cease. 
This does not mean, however, that the pension fund need 
contain this full amount at the time he reaches age 6,5. 

As previouslv mentioned, the actual coat equals benefits 
paid less tntereft. A portion of the pension will be paid 
o'Jt of interest earned by the residual part of the fund during 
the period of his retirement. The«e earnings can be esti¬ 
mated in advance and taken into account in calculating the 
amount of money that must actually be in the fund when 
he retires. This is know’n as “discounting {nr interest”. 

In taking account ot interest earnings after retirement, 
the actuary will assume a certain rate of interest—usually 
somewhere between 251 and 3'r. The rate used will make 
quite a bit of difference in hia estimate as to how much 
money the fund should contain at retirement 

If interest ia earned at the rate of 2'^. for example, 
then a fund of about 912.400 will be needed to pay a penaion 
of 91.000 a year beginning at age 65. If the rate ia S%, the 
same job can be done with about 911.550. About 911.970 
would be needed at an interaat rate of ; 

Aanaal Totitribatiow Needed te Balld Fand 

" determined the amount needed to provide a 

pension of 91000 a year starting at age 65_let us say 

911.970 at the 2'<'^ interest rate—the next task is to eati 
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mate how much will have to be put into the fund, before 
retirement, in any one year in order to j»ay for that portion 
of his total retirement benefit that the worker earns in 
that year. 

Let us assume that f1000 per year is the maximum pen¬ 
sion allowable, with 25 years as the minimum period of 
.•«er\ice required in order to qualify for the full amount, and 
with the pension amount reduced proportionately for years 
of service less than 25. Under such a plan, workers of age 
40 and over will earn a pension of 1 25 of flOOO a year— 
or 54D a year—for each year of service before retirement. 

Workers below age 40, under such a plan, can—for 
financing purposes—be regarded as excluded from the plan 
altogether until they reach age 40. If, however, they are 
Included In the financing arrangements, the pension credits 
earned by each year of their .service before retirement will 
be considerably lower, since the flOOO a year maximum will 
he spread over more years of service. 

Under this second approach, for example, a man age<l SO 
would accumulate pension righta at the rate of 1 35 of SIOOO 
. jrear—or 528.57—for each year of ser\ice to age 65. as 
compared with 140 a year for workers aged 40 and over. 

Let us assume that the first appniach is followed and 
workers under age 40 are. for financing purposes, excluded 
from the plan. The amount that must be in the fund at 
retirement to guarantee the pension earned by one year of 
aerrice on the part of the workers covered (the age 40 and 
over group! must be I 25 of fll.kTO, or about $480. The 
annual contributiona to the fund should be suAcient to 
assure that workers reaching retirement will have this 
much in the fund for each year of their credited service 

This d'W* not mean, however, that the employer must 
eaatribute the full amount of $480 for each worker each 
year. There are a number of factors which serve to reduce 
further the current cost u( iiLancing the plan. In deter 
mining the actual annual contribution that must be made 
on behalf of each worker covered by the plan, the actuary 
wiQ apply a ''discount'' for each of these factors 

The factors for which discounts are commonly takes are 
lanrtalitr befoee retirement, severance, and interest. Mor 
tnhty and severance serve to reduce the number of persons 
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who will actually qualify for retirement rights under the 
plan. Interest earned on the fund as it accumulates will 
meet part of the coat of providing those who do qualify 
with a pension. 

Discounting for Mortality 

In estimating how much it will cost to guarantee that 
every worker who lives until retirement will receive a life¬ 
time pension of 94U a year for each year of his credited 
service, the actuary will first make an estimate as to how- 
many workers out of the group can. on the average, be ex¬ 
pected to live until retirement. He can derive this estimate 
from the same mortality table he used in finding the aver¬ 
age life expectancy after retirement. 

The I9:t7 Standard Annuity Table, for example, will 
show that 7S percent of all male workers now at age 40 
will live to age 65; that 77.2 percent of those at age 50 
will li\-e to 65; and that 89 percent of those now at age 
will live to 65. A person’s chances of living to a given age. 
of course, increa.se as he approaches that age 

The following table shows how this "discount for mor¬ 
tality" may be applied to reduce the amount of money that 
mu.st be contributed each year to the pension fund in order 
to provide the necessary amount at retirement; 


TABI.K 1 

First Ste^—Ihscoantiag for Mortality 
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50 

480 
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60 
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X 
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427 


As can he seen from this table, the current annual coat 
of financing a pension for a gi\en worker will Increase 
each year as the worker grows older and closer to retire 
ment. By the same token, the overall coat of financing a 
pension plan will be higher for a group of workers which 
includes a high proportion of older men. than for a group 
-vhlcJ-. !T:c!ndes a rela’fvely low pcxiportion of older men 
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The full murtality discount ran only be taken in the 
case of a plan which makes no provision fur the payment of 
an:> portion of the accumulated pension fund to a workers 
family in case of his death. If a death benefit is provided, 
then the cost of fundinK a plan will go up becau.se the 
murtality di.scount will decrease or di.sap|>ear, de;)ending 
ii|Min how large a |K)riion of the fund behind a workers 
pension c redits are to l»e paid to his survivors if he dies. 

IMscnunting for Severance 

There is another factor besides mortality that may pre¬ 
vent some of the workers from ever qualifying for retire¬ 
ment benefits. That factor is .severance—or the loss of 
p»-n.'-ion right." by workers who quit or are fired from the 
unit l»-fore they reach retirement age. 

This factor will operate to reduce the cost only under 
plans which make no provision for “ve.sting” (the retention 
by a Worker of accrued pension rights earned by previous 
mtvicc) if a worker leaves the unit covered by the plan. If 
partial or limiti>d vesting rights are provided—such as 
where certain minimum age and or service requirements 
must U‘ me t—then the .severance factor will operate to re¬ 
duce the cost only to a limited degree, depending upon how- 
tight the limit.s on ve.sting are. 

Th. actuary will "tudy the turnover experience of the 
l>artii iilar groiiji. if that type of information is availab'e, 
i- order to get -ome idea of hc»w many workers are likely 
to .cave the unit before they reach retirement age. Or he 
may lease his turnover estimates on the recordcnl past 
experience of some other group 

This is an area which calls for s considerable amount 
of judgment and discretion on the part of the actuary. 
Ill- estimates VC ill U-nd to be on the safe or conservative 
«ide. "ince the turnover factor is more variable, and cannot 
lie prcslicted a." closely as such factors as mortality and the 
interest rate 

The rate of separations is normally much higher among 
younger, short serv ice workers than among older workers 
with more seniority. ( onsequently. in the plan under con¬ 
sideration. many actuaries would prefer to asaume that the 
hulk of the turnover experience of the group takes place 
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amoDR workers in the bel«w-40 ajre brackets, who art'—for 
financing purposes—excluded from coverage under th(‘ plan. 
Thev will therefore take no di.scount for s<>verance in com- 
putinjr the contribution.s needed to finance the plan, but 
will aasume that all workers over aire 40 who do not die 
will continue under the plan until they retire. 

Insurance companie.s do not take account of turnover in 
computing their premium rates, even if the plan does cover 
younjrer groups in which the turnover is likely to la* hijrh. 
Instead of adjusting for this factor in advance, they will 
allow the employer a refund which he can apply against his 
future premium payments. 

If the past history of the particular jrrmip indicates 
that some of the workers covered by the plan will quit or 
Ret laid off and find other jobs before they reach retirement 
aRe. the actuar>' will he justified in takinR a di.scount aRainst 
the cost for this factor. He will assume that the closer the 
worker Rets to retirement, the less are his chances of aban- 
doninR his pension riRhts and leavinR the work force before 
retirement. Therefore, the severance di.scount will- like 
the mortality discount—be Rreater in the case of the aRe 
4D Rmup than the aRe r>0 and 60 Rroup. 

To follow this throuRh. he may assume that 10 percent 
of the aRe 40 Rroup, 4 percent of the aRe 60 Rroup, and 
none of the aRe 60 Rroup will sever their employment before 
retirinR. He will apply this additional "discount for sev¬ 
erance" so as to further reduce the amount of current 
annual contributions required to finance the stipulated pen- 
.sion, aa shown in the followinR table: 

T.XBI.E II 

Second Step—IHscountinR for Severance 

40 $350 X 90 -^^ - 1316 

60 870 X 96*^ - .%6 

60 427 X 100^, 427 

Discount Inc for Intrreal KarninRs 

The diacounfs for mortality and sc'.erance are baaed 
upon the fact that no funds at xJI will be nsided for aomc 
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of the workers in the group. The interest discount takes 
into consideration the fact that some of the funds that will 
be needed will be provided, not by employer contributions, 
but by interest accumulations. 

From a set of pre>computed interest tables, the actuary 
can find out what fraction of a dollar has to be paid into 
the pension fund, at a workers present age, in order that 
this amount plus accumulated interest will equal one dollar 
by the time he reaches retirement age. For example, in the 
case of a worker age 40, about 54< invested now at 2*2 
percent interest will equal $1.00 by the time he retires, 25 
years in the future. 

By applying this figure to the last preliminary cost e.sti- 
mate, derived in Table II, the actuary “discounts for inter¬ 
est"—that is, he reduces the current cost estimate still fur¬ 
ther in recognition of the fact that a part of the fund needetl 
at retirement will be provided by the compound interest 
which the money contributed this year will earn by the time 
the worker actually retires. 

This final step is shown in the following table, assuming 
♦hat interest is earned at the rate of 2i'- percent: 


TABLE III 

Third Step—Discounting for Interest 
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50 
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427 
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Thus, the final estimate as to the current annual cost 
of funding a pension of $40 a year for each year of service 
to age n.> will be as follows: 1170 each for workers in the 
4n trrrMttf 1245 each for the workers in the age 50 
group: and $^78 for the workers in the age <0 group. 

As can he seen from the above figures, the shorter term 
during which interest is ahle to accumulate before retire¬ 
ment alao serves to increase the cost of an identical benefit 
for an older worker as compared with the younger worker 
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Pro-Katin; the Cost 

If, for purposes of easv illustration, the entire group 
covered by the plan is composed of 30 workors aged 40, 20 
workers aged 50, and 10 workers aged 60. the total annual 
contribution requiretl to finance the pension credit earned 
by one year of current service will work out as shown in 
the following table; 

TABI.E IV 

Total Current Annual Cost 
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113,780 

If an 8 percent charge for administrative expenies and 
“contingeiu-ips" is now added, the final annual current serv¬ 
ice f-.-^it for ‘he unit t a whole would come to $14,882. The 
,i annual cost ; -r cnr^'r*d worker will be $14,882 di¬ 

vided by 60, or about $248 per man-vear. 

Thi.* (i-- ' not include the worker* i; the below-4D age 
groups who. a. previously indi* ^ * -1. are not t»*«'bnically cov- 
■‘red by the pl."n. If th* worker^ e ‘ountcd in so . to 
obtain a figure bowing what the actual pro-re* .4 cost j^rr 
worker cover-d by th« collecti"' barji .inin- a"' --:-ment will 
be. the a- - . yf- <..,.1 fi-^ire will ut- tantiall- i .iuced. 

For • xarnple. if v. »ume ‘‘'.at ther" .< in C unit. In 
;idd;‘ior to * - 60 work‘ j* r'"--d to and dditional 

to k--; v.ho re 1 -‘■•w " ^ 10. th r--=t per 

l . -r f' ^ unit ii; i wh dc v.'ll t $110 a y. :,r 

Reducing thi* to ; »r.' pe. ir. on t'- b* !s -f 

m. • O iijr’ ‘ work per yw.r. ♦*>" •;1 r * -f f.illv 

fin-rc'"?doit ! • r* f.t rig^"* i, “‘ong ; h ; -tr 'ter 
tke pMii up »"o!jld h- :*«o«p 7 0^ r r* .r“ hour. 

Financing the Pa-sf Service Co~l 
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required to finance the lienefit credits which accrue with 
each current year of service—or "future service credits" 
aa they are called—there is a heavy initial financial obliga¬ 
tion involved in the establishment of a pension plan. This 
obligation stems from the .so-called “past service” credits— 
the benefit rights earned by the workers covered by the 
plan as a result of their previous years of service before 
the date the plan was established. 

Take, for example, the case of a worker who is now 60 
years of age and has 20 years of past service in the unit. A 
pension plan providing a benefit of ;f40 a year for each 
year of service at age 65 is introduced. Unless he receives 
some credit under the plan for his past service, he will b*' 
able to accumulate only 5 years of benefit rights by the time 
he reaches 65. This will entitle him to an annual pen.sion 
of $40 times 5, or only 1200 a year. 

To give him additional pension credits in recognition of 
his past service—and as a matter of practice this is in¬ 
variably done—additional money w-ill have to be paid into 
the pension fund, over and above the amounts paid in to 
finance the annual future service credits. 

In working out a means of paying off this initial lia¬ 
bility. the actuary will figure out how much it would cost 
to pay It off in full by making an immediate lump .«um pay¬ 
ment into the fund. He then works out an estimate as to 
how much it would cost if spread over a number of yea s 
with an annual installment to be made each year, until this 
past service is paid (or “amortiied") in full. 

The manner in which the past service cost ia handled is 
pmfiably the most fiexible single feature of pension plan 
financing. It may l»e paid off over a period of anywhere 
from ten to thirty years, or it may not be paid off at all, 
but simply “frozen"—the term u.sed for a system under 
which the employer pays interest on the amount of the pa.st 
service obligation into the fund each year, but makes no 
payments to reduce the principle anKiiint of the obligation. 

A program whereby the obligation ia paid off over a 
ten-year period is known as “maximum funding” since thia 
is the most that the Bureau of Internal Revenue will approve 
for tax exemption. The system of “freering” the past 
service oMigation and paving interest, but no portion of the 
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actual debt, into the fund is known as “minimum funding*', 
since no lesser amount of contributions is regarded as “actu- 
arially sound". 

ITjus the annual cost of the same plan can vary widely, 
depending uix>n how the past service liability is handled. 
As an example, for one particular plan covering several 
hundred workers, it wa.** estimated that the annual cost 
under a program of "maximum funding ‘ would be about 
1210.000. After past ser\ice was jtaid off, the annual cost 
would be about $90,000. Under a program of “minimum 
fundingon the other hand, the cost would be fixed at 
about $120,000 a year. 

When this past service cost is finally paid off, the cost 
of maintaining the plan will drop sharply, and from then on 
the only continuing cost will be the future service cost. 
Under the hypothetical plan under consideration on preced¬ 
ing pages, for example, the cost might start off. under a 
program of maximum funding at about Mr an hour. After 
the 10-vear period during which the past .service liability 
is paid off. the cost will drop to the 7.2r an hour estimate 
worked out for future service costs. 

Other Methods of ( omputing ( oets 

lT>e procedure for estimating costs outlined in the vari¬ 
ous steps set forth sbove is only one of seversi methods of 
determining and allocating the contributions needed to 
finance, or "fund” a plan. It is essentially the so-called 
"a ngle premium" method of funding, under which each 
year’s contributions are sufficient to make full payment 
for a unit of pension benefits earned by the service per¬ 
formed by each worker in that particular year. Rach unit 
o* benefits ($40 a year for life beginning at ft5| is fully 
purchased in that year, and next year’s contributions will 
go to pay for another additional unit of benefits 

Under this method, the annual contributions made on 
behalf of any one particular person In the group will increase 
each year, sinee the cost of a unit of benefits will increase 
aa the worker grows older and closer to retirement. How- 
ever, the average coat for the group as a whole will remain 
approximately the same each year. If the age distribution of 
the group remains about the same—that la, if vounger 
workers come into the group in sufficient numbers to .iffset 
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iht effect i>n the tfroiif) aver«)re of the aRintr of worker* 
presently in the jrroiip. 

Another eummon method of funding c<»*t* i* the so- 
called •’ eve; annual premium" method. I'nder thi.s method 
the <”*t "f provirlinjr the ttital benefit which a particular 
w>»rker w’l! have ,-am« d by the time he reaches retirement 
,4 romputed and spread over the years he ha* remaininjr 
until retirement in such a way that a uniform level con- 
’rib'.itton is made each y< ar on his l)ehalf, instead of a con- 
trit>iit'..t, vehich increases each year as he jrrows older. 

Th i- during hi- ■•arly vears. a contribution made to 
pT !• t.'ti s.tmt uni; of la-netits for an individual worker 
under the ie\ el premium method will la* jrreater than that 
wh:cn would lie nsjuired under the sinjrle premium method, 
ir* level premium contribution will, however, become 
smaller thati the sirple premium contribution would l»e 
di.rinr bis later year* before retirement. 

This metlusl of fimdinjr will make no separation between 
pas* and future s«‘rvice ci»sts, but will combine them together 
and spread the total i»ver the period between the worker’s 
prt SI ii; .o:> iiitd hi- n-tirement 

A th.ni method i* the so-called "aggregate funding 
ir.i t.'i.Hl", L ndi r this approach, unit costs are not worked 
• 1 * fi-r lach individual covered and then totaled. Instead, 
•ht pn sen* value of all future Wnefit j»aynirr.t« i* deter¬ 
mined. .ind the aggregate co.*t is .spread over the future on 
-■mi- appropria’e l>a.«i.*. usiiallv by reducing the c<Mit to 
•erm« of a certain percentage of covered payroll, which i* 
;«aid into :he fund each year. 


Fieri W IHITerent Retirement \ire« 

Another factor which haa a very iapariaat bearing 
<p'>n the cost experience of a retirement plan i« the nge .it 
V '.ich workers actuaDv retire. The pension plan will speeifv 
a certain "nornmJ retirement age", unually nge 6fi. at which 
worker* hecAtne eligible to begin rwreiviag (heir full earned 
rHirenwfit benellt* la entiamtiag the aanaal contrihution* 
that will he required tn fund a pl«ii. the artuarv will nrdi 
narily ae*«BW that all of the wnrhera mvered will elect to 
'I when that reach the ae-ouil ratlreawat age 
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However, unless the plan makes retirement compulsory 
at that age, lAe chances are that relatively few of the 
workers will choose to retire as sixm as they become eligible. 
Many will prefer to continue working as long as they feel 
they can. 

Instead of age 65, the actual average retirement age is 
likely to be closer to 67 or 68, and may be even highei, 
depending upon such matters as labor mai'ket conditions, 
living costs, character of the work, etc. During World 
War II. for instance. Social Security records ahuwe<l that 
the average age at retirement was almost 70. 

If not accounted for in advance, this factor of “deferred 
retirements” will serve to reduce the actual cost of the plan 
considerably below the level of the initial coat estimate— 
resulting in an “actuarial gain” for the fund. 

The cost will be reduced by from 8 to 10'o fur every 
year that actual retirement is deferred beyond the normal 
retirement age. If the actual average retirement age expe* 
rience of the plan is age 68. the coat will be about one- 
fourth leas than the coat estimated on the basis of age 65. 
A plan that is estimated to coat 7r an hour, if everyone 
retirea on schedule at age 65, may in practice coat about 
an hour if the average worker defera retirement until 
age 68. • 

Ry the same token, a reduction in the normal retirement 
age would bring a proportionate increaae in the coat of 
funding a given level of licneAts. A plan that permita 
“optional early retirement** before the normal retirement 
age will therefore uaually require an “actuarial reduction’* 
in the beneAt payable to the worker who electa to retire 
early. 

However, a normal retiremant age of 60 rather than 65 
would probably not increaae the cost nearly as much aa an 
aasumption that all will actually retire at 60 would indicate. 
A high proportion of those eligible would undoubtedly elect 
to remain at work, at full wages, to 65 or beyond, particu¬ 
larly in view of the fact that their Fe«WraI Social Security 
pavmenta would not begin until *' 

The point is that the actual cost will be determined by 
the average age at which the workers actually do retire— 
not the "normal** age set up for purposes of determining 
eligihillty 


Part IV 

MtrrHODS OF FIN ANCING 


Ranicaiiy. there are three alternative systems of budget¬ 
ing and hnancing the cost of a retirement pian. These are 
(i) a so-called "pay-as-you-go'* approach; (2) a system of 
"terminal funding"; and (3) "full funding". They are by 
no means equally safe, equally economical, or equally benefi¬ 
cial to the workers covered by the plan. 

The choice which unions and employers make, as be¬ 
tween these three ba-sic alternatives, is a very important 
one. It may well make or break the plan. 

Pay - As-Y oa-(>o-Pla ns 

The only purpose in deacribing the "pay-as-you-go" type 
of pian here ia to enable unions to recognize and beware 
of it. 

A so-called "pay-as-you-go" plan is really not a "plan” 
at ail. it ia little mcr* than an unsupported promise that if 
enough money happens to be available at the time a worker 
retire* then he will start getting a pension. Whether or nut 
he continues to get a pension thereafter will depend upon 
whether or not there happens to be enough money available 
thereafter. 

I'nder this approach, the pensions that are promised to 
workers in the future are not regarded as a present lia¬ 
bility. The pension bills that will eventually fall due are 
not reduced to terms of an estimated current coat and allo¬ 
cated to the present through a system of uniform, regular 
installment payments into a fund over the period prior to 
retirement, as they are in the case of a "funded” plan 

If, for example, four workera retire thia year, and the 
"plan” promises them SI00 a month at retirentent. tne 
employer—having made no advance proviaion for the pay¬ 
ment of thsue beneflta—will ha\*e to dig down into hia pocket 
at the time and pull out $400 for a mnnth’a penaion pay¬ 
ments. If It just isn't there, then the employer will either 
And himself faced with a aerioua financial problem, or the 
workers will not receive their pensions and the employer 
win find hinuwlf faced with an equally serioua "labor rela 
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tions” problem. And if he happens to have the $4()0 this 
month, there is no a.ssurance that he will have it next month 
or next year or two years from now. 

The term “pay-aa-you-iro” as applied to a pension ar¬ 
rangement of this type is a complete misnomer. It assumes 
that pensions become a cost item to the employer only at the 
time a pension benefit payment has to be made. Under every 
sound theory, the cost obliiration is actually incurred at the 
time workers perform the services which entitle them to a 
certain amount of credit toward a future pension. 

The service a worker performs each year before retire¬ 
ment should establi.oh hia ri|rht to a proportionate .share of 
hia (Inal pension. That share should be fully financed in the 
year in which it is earned, so that payment will be guar¬ 
anteed. regardless of what happens to the employer’s sub¬ 
sequent fortunes. 

Earned pension credits are bills for services rendered 
in the present—even though the workers may not be able 
to collect on those bills until sometime in the future. An 
employer is not really "paying-a.s-he-goes” unless he .sets 
aside, out of his own reach, enough money to cover those 
bills as they accumulate. Otherwise he will face a Isrge 
number of accumulated unpaid bills all at once at .some time 
in the future when hia financial resources may not be ade¬ 
quate to meet the obligation. 

In other words, the so-called "pay-as-you-go” method is 
really an "owe-as-you-go. pay-if-you-can” system. The 
worker who is .serving under .such a sy.stem is working for 
promises, not for money. He has no real rights in the plan, 
for no funds are being accumulated to back up those rights. 

From the standpoint of comparative costs, there are 
three angles to consider. One is the fact that the total out¬ 
lay by the employer will be greater under a "pay-as-you- 
go" approach, if he actually meets all his pen«:oii obliga¬ 
tions. than it would be under a fu’^ied plan. 

Under the latter system, compound interest will be 
earned by thi regular, periodic payments made into a fund 
^nich is in turn invested in interest-bearing securities 
These interest accumulations will pay a part of the pension 
costs which would otherwise have to be paid direetlv by the 
employer. 
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In answer to this, some employers may argue that they 
can earn a greater rate of return, in the form of company 
profits, by keeping money that would otherwise go into a 
pension fund in the business, mingled with all of the other 
a.saets and working capital of the company. They may com¬ 
pare the company s, say, 8'r profit on invested capital with 
the 3’ . or !'< interest earnings of a pension fund. 

This may lx; all very well if the cost of a pension plan 
i- regarded as “the company s money” until such time a.s a 
pen.sioner actually receives some of it in cold cash. But it 
is not the company’s money any more—or at least it should 
not Ih.'— after the workers have earned their pension service 
credits. It is the wnrkers' money and they would be better 
off if it were more .safely distributed than tied up in one 
particular company, who.se failure would wip«> out the fund 
completely. 

Furthermore, if the i>ension money is held by the com¬ 
pany without l>eing -separated from its other assets, there 
is no assurance that the profits earned with that money will 
actually enhance the pension funtl. The pension program 
will have to comp*’te with all the other claimants on the 
asset.* and earnings of the company. 

If the company pays out all its profits in the fo-m of divi¬ 
dends to stockholders, or I»*inus«'S to executives, everv year, 
for example, then no interest is h«-ing accumulated by the 
pensir>n money, in the form of company profits or anything 
elae. In such a case, the pension money ia actually b»>ing 
used to subsidize the dividends and bonuses of stockholders 
and executives. 

Another factor affecting the relative cost of pav-as-you- 
go and fundeil plans is the tax question fsee Part II). 
Approved funded plans are tax-exempt and contributions 
•re full.'- deductible even if they currently exceed the total 
of itenefiL* lieing paid out of **'e fund. Thus, if the con¬ 
tributions required to finance a funded plan nmoi'ot to 
per man-hour worked, the actual effective cost to a 
Company in the 82 exces* profit.* tax bracket would be 
1 *' jier hour. The interest earning.* of the fund are al-o 
tax-exempt. 

The pa\ ments actually made to pensioners under a par 
•s-roii-gn system are deductible as a business expense in the 
.vear in which they are actuall> paid The only difference 
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from th« tax standpoint, therefore, between the contribu 
tion.s under a funded system and the pension payments 
made, under a pay-a.s-you-Ro system lie.s in the difference 
between the contribution.^ and the actual pension payments. 

During the initial years of a funded plan, the contribu¬ 
tions paid into the fund will exceed the pension benefits 
actually paid out, since contributions are being made on 
behalf of all the workers covered by the plan but pen.sion3 
are being paid only to the first few who have actually re¬ 
tired. In a plan costing $100,000 a year and actually 
paying out current benefits of $10,000 a year in pensions 
from the fund, the full $100,000 may be deducted from 
the company’s income for tax purpo.ses. In an unfunded 
plan, however, only $10,000 would be deductible. 

Over the years, on the other hand, the curnmt benefit 
liabilities under the pay-as-you-go plan would climb .stead¬ 
ily until they are well above the level of contributions re¬ 
quired by a funded plan. In those later years, the tax 
deductions would be greater under the unfunded plan. 

The question as to which type of plan would be most 
economical from the standpoint of tax savings alone, there¬ 
fore, would depend upon whether the company’s earnings, 
and the corporation income tax rate, are likelv to be higher 
or lower twenty years from now than they are today. 

This is something which cannot, of coiir.«e, be accurately 
predicted. 'Tlie chances are. however, that an employer will 
realize the maximum in tax savings under a fully funded 
plan. If he pays off the heavy initial past service liability 
as rapidly as possible, he can take full advantage of the 
exemption of such payments from excess-profits as well as 
normal corporation income taxes. 

The third, and probably the most significant, contrast 
between funded and unfunded plans from the cost stand¬ 
point is the budgeting aspect of the problem. It Is here that 
the relative disadvantages of the pay'>as-you-go approach 
are most obvious and most serious. 

A fully funded pension plan is based upon a more-or- 
less constant and uniform le%'el of contributions, "nie costs 
are known, at least roughiv. and can he adapted to the re- 
souroea available and normal expectations. The hlghent 
single element of the coet (past service cost) is anticipated 



Pension I’lans Under Collective Bargaining 


and usually disposed of during the early years of the plan’s 
oj)eration. The regular expense of the pension plan can 
therefore l>e htted into a stable pattern along with all of 
the other normal operating costs of the company. 

A pay-as-you-go plan, on the other hand, is a relatively 
unknown factor. The co.sts are likely to fluctuate widely 
from year to year. The only thing that is reasonably cer¬ 
tain about them i.« that the net effect will be like pushing a 
snowball up a hill. The amount will steadily accumulate 
and become harder to handle until the point of maximurti 
cost is reached. 

How this will work out can easily be .seen from a simpli- 
fled example. Suppose an unfunded plan is put into effect 
this year and ten men retire on a pension of 11000 a year. 
This year’s cost will be $10,000. Next year ten more men 
retire on the same amount. Twenty men will then be on the 
retirement rolls, so that the annual cost will become $20,000. 
The third year. 10 more men retire and the annual cost 
becomes $.10,000, assuming no deaths, since the twenty men 
who retired the first and second years will still be drawing 
a pension. 

If the rate of retirement remains the same, and if the 
average life expectancy after retirement of 14.1 years is 
realized, the c<^t will continue to snowball until 144 men 
are on the retirement rolls drawing $1000 each per year, or 
a total cost of $144,000 a year. After that, the coat may tend 
to stabilize if the death rate equalizes the rate at which new 
pensioners go on the retirement rolls. 

At no tiose is there a reserve. Since the full amount of 
the cost is currently being paid out to pensioners, there are 
no interest earnings to reduce the payments required of the 
employer. The average direct coat of the total pension paid 
to each retired worker is $14,400. 

Tl.i. of course, an over-simplified example, solely for 
purposf-s of illustration. In actual fact, the number retiring 
each year will vary, some will die before »-*.! after 

retirement, while others will stay alive and on the rolla 
longer than that. Nevertheless, it properly illuatratea the 
general coat trend that will he experienced hr plans ot 
this type. 
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About the only possible *dvantaRe to the employer of 
an unfunded system, as uRainst all of it.s disadvantaRes, 
lies in the fact that, under the tax law.s, it can be much more 
easily terminated or abandoned than can a funde<l plan. 
This in itself should be sutfu ient to cau.se a union to suspect 
the motives of an employer w ho insists ujwin a pay-as-you-go 
basis for a plan. 


Terminal fundinR 

The "terminal funding" method of financing a pension 
plan ties about halfway between the pay-as-you-go approach 
and full funding. Under this method, a fund for each re¬ 
tiring worker is created at the time he retires, but not 
before. The employer puts up, on the day a worker retire.s, 
the amount neee.s.sary to pay that worker’s pension for as 
long as he lives. This may be done by buying him a life 
annuity from an insurance company at that time, or by 
depositing the amount required to pay the pension to his 
account in a trust fund. 

This approach is an improvement over the pay-as-you-go 
approach, but—from the trade union point of view—not 
m<ich of one. While a pay-as-you-go plan implies that the 
worker has no right whatsoever to any guarantees with 
regards to his pension payments, even after he retires, the 
terminal funding system implies that he has no rijrhis what¬ 
soever under the plan until he actually retires. 

This approach gives a great deal more security to the 
worker after he goes on the retirement rolls than does a 
completely unfunded system. However, as far as the worker 
who has not yet reached retirement is concerned, all of the 
objections that might be raised against the pay-as-you-go ap¬ 
proach can he made again«t the terminal funding approach 

Atiout the only situation in which this approach—or 
something similar to it—can be considered possibly ac 
ceptahle would be where d is used in conjunction with some 
other means >>f segregating funds for the ultimate payment 
of pensions, on a current t*asis For instance, it might be 
used as a part of a system in which the members of an 
employers association under contract with a union make 
periodic payments of a certain drttnite amount of money 
into a Jointly -admintirtered central fund 
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The money accumulated in this fund is not specifically 
allocated to the individual worker until he retires. When he 
does retire, however, money is either set aside to hi.? indi¬ 
vidual account, through self-insurance by the fund, or is 
used to purchase a life annuity for him from an insurance 
company, so that his pension is guaranteed for life. In such 
a ca.se. this terminal funding approach is used as a means 
of .separating the future fortunes of the retired workers 
from those of the general fund, therobv assuring him a 
greater degree of security. 

The example de.«cribed above is not, strictly speaking, 
a terminal funding system unless all of the money paid into 
the fund by the various employers is used each year to guar¬ 
antee the full pen.sions of workers currently retiring. If the 
contributions are large enough to permit the building up of 
a reserve against obligations for future pensioners, then the 
plan takes on the aspects of a funded system. If the con¬ 
tributions are large enough to permit the building up of a 
reserve that is *‘actuarially‘* sufficient to provide for all of 
the future pen.«ion rights that have accrued and are cur¬ 
rently accruing, then it becomes a “fully-funded” system 

The Coat of a terminal lundirig system will tend toward 
a greater degree of uniformity than that of a pay-aa-you-go 
system. It will still fluctuate considerably from year to 
year, depending upon how many workers retire each year, 
but It will not ''snowliair* in the way that an unfunded 
system will. The initial cost will be higher, but the overall 
operating cost should be lower, because of the interest earn¬ 
ings of the funds set aside at retirement 

The total direct c«ist for each retired worker under the 
terminal funding appniach. after discounting fur interest 
at the rate of 2' 2 ' • would be about 112.000. The employer 
Will put up this aire>unt at the time the worker retires and 
thereafter make no further payment* on his behalf. This 
romparei with an s\eragc c«»*t per retired worker of 
SI 1.1^ under a pa>-as yiHi-go «y*tem 

Fafl Advance Faadisg 

Bnnugh ha* been said shout fanded systems so far. 
nrindhtg the desrriptkm Hi Part III of how the eosts are 
eaaipated. tn indicate their natare Priefly stated, a sya- 



Pension Plans Under Collective Bargaining 


tern is said to be fully funded in advance if money is being: 
currently contributed to the pension fund in an amount 
sufficient to pay for all of the “future service” credits that 
are currently accruing, plus a portion of the total “past 
ser\'ice" liability. 

The money put into the fund for each pensioner under 
a fully funded system would be considerably less than under 
the terminal funded sytem, because this money will accumu¬ 
late interest prior to retirement as well as after. If annual 
contributions are made with the first payment beginning 
when the worker is age 40 and the la.st when he reaches 
retirement age, interest will pay about 2b''• of the cost of 
the sum needed at retirement. as.suming c interest 

rate. 

The actual cost of one full life pension of |1,000 a year 
will be about |9.000. as compared with 112.000 under the 
terminal funding system and 114,400 under the pay-as-you- 
go plan. Of course, there will be an additional cost during 
the beginning years of the funded svstem In the form of 
amortization parment.s on the past .service obligation, but 
these flgure.s will give .some Idea of the comitarative long-run 
■‘normal” costs of the three systems. 


31 



Pari V 


METHODS OF ADMINISTERING 

There are a number of alternative methods by which a 
funded plan may be set up and administered. Basically, 
however, these alternatives boil down into a choice between 
two agencies—an insurance company or a self-administered 
trust fund. 

Sell-.XdoiiniMlered Trusteed Plans 

A trusteed plan—often referred to as a self-administered 
or self-insured plan—is one in which the employer deposits 
with an outside agency, other than an insurance company, 
the money needed to fund the pension benefits called for by 
the terms of a contractual plan. 

The outside agency is entrusted with the management 
and investment of the money, but does not take responsi¬ 
bility for or guarantee that the money coming in will be 
sufficient to pay the benefits set forth in the plan. It may be 
a bank or trust company, or a joint or tripartite Board of 
Trustees, designated by the union and employer and charged 
with the investment of the funds as well as the administra¬ 
tion of the terms of the plan 

In order to determinr the basis upon which contribution* 
and benefits are to he paid, the parties may engage an 
actuary. The actuary makes a survey of the work force 
covered by the plan, studies the experience data available, 
and makes a calculation as to the amount of contributions 
that will he required in order to provide the scale of bene¬ 
fits set forth in the plan. Or. if the contract calls for a 
fixed and definite periodic contribution by the employer 
or employers covered hy the plan and leaves the amount of 
benefits open for later determination, the actuary will calcu¬ 
late how much in the way of benefits those contributions 
will provide 

The contributions will he invested in such a way as to 
yield fpresumahly) the maximum return consistent with 
safety and prudence, and the benefits called for by the plan 
or determined by the actuary to be appropriate to the funds 
available are paid out of the accumulations of the fund 
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The Board of Trustees or special Pension Committee set up 
to administer the terms of the plan will establish the rules, 
direct the payment of benefits, and make the day-to-day 
decisions necessary to the operation of the plan, within the 
framework of the pension agreement. The bank or trust 
company, if such agencies are used, will manage the invest¬ 
ments of the fund and make payments as directed, but will 
not administer the plan. 

The trust aRreement may set forth certain restrictions 
on the manner in which the fund is to be inve.sted. .such as a 
restriction aRainst investment in the securities of the com¬ 
pany or companies that are |)arty to the aRreement. It may 
also set forth votinR rules and arbitration procedure for the 
resolution of questions on which union and employer rep¬ 
resentatives on the Board or Pension Committee cannot 
aRree. It may also Rive the Board or Committee members 
the riRht to enrraRe. at the expense of the fund or of the 
parties, the services of professional consult.«nts such as 
actuaries. lawyers and accountants. 

The plan should be periodically rechecked by an actuary 
to make sure that benefits still bear an appropriate relation 
to contributions, and that the a.ssumptions used in estimatinR 
the cost of the .scheduled benefits—mortality and interest 
rates, severance, deferred retirements, etc.—are still valid 
in the liRht of the experience of the fund. If thev are not. 
then either !he contributions or the benefits may have to l»e 
adjusted up or down accordinRly. 

Unless it is conservatively financed, with an adequate 
marRin of .safety, a trusteed plan is not the safest approach 
for a small Rroup. The fewer the number of workers covered 
by the plan, the less reliable, over the short run. are the 
actuarial estimates on which the contributions and benefits 
are based and the wider is the deRree to which the actual 
operatinR experience of the plan may depart from these 
estimates. The risk of depletion of the fund in some year in 
which benefit claims turn nut to be particularly heavy la 
therefore Rreater than is the ca«e with a larRe Rmup. 

The small Rmup. where it cannot join with other Rroups 
to establish a broader meml>ership base, is better advised 
to have its plan underwritten by an estaMished insurance 
company. The insurance company iiears the risks (pro- 
tectinR itaelf by IncludinR a marRin of safety in its premi 
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ums) and handler all the actuarial and clerical work re¬ 
quired. 

The question is frequently raised as to whether a given 
level of benefits will “cost more” under an insured plan or 
under a trusteed plan. In operation over a period of time, 
there should be no great difference between them, from the 
standpoint of comparative “real” costs. As previously 
pointed out, the real cost of a plan is equal to the benefits 
paid out less the intere.st earned plus the admini.strative 
expenses. Therefore, as.suming the .same level of benefits, 
the only wav in which one system could cost more than the 
other would be through lower interest earnings or higher 
admini.strative expenses. 

The rate of return on investments has an important 
bearing on the co.st of a plan. As shown in Part III, a 
fraction of a percent of change in the rate of interest can 
bring about a .sharp change in the net cost. 

The following table .shows the results of a recent study 
of inve.stmenLs of a group of “typical" pen.sion trust fund.s, 
and the inve.stments of all U. S. life in.surance companies: 

IHsIrihalion of Investments 


Corporation bonds 

nocj, 

36% 

Government bonds 


car 
^<9 • 

Preferred stocks 

7% 

3% 

Common stocks 

2n'“r 

3% 

Mortgages, real estate, etc. 

I'lr 

36% 


100'I- 

100% 


Insurance companie* are cloaely limited by law as to the 
extent to which they can invest in corporate stocks, and 
generally place a commensurately higher proportion of their 
Investments In mortgages and real estate than do pension 
trust funds. Since they have si»mewhat greater flexihility 
aa to types of investments, it Is possible for a well-managed 
trust fund to yield a higher rate of interest than can be 
obtained thrmigh the average Insurance company. In the 
case of the average bank-managed trust fund, however, the 
difference is not likely to \ery great 
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A return of about 3'- is the most that can be expected 
from an insurance comjjany. One large union pension fund, 
by comparison, earned a return of 4.17'. on its investments 
last year. 

The profitability of an investment is determined by (a) 
the rate of interest or dividends earned on the investment, 
and (b) the increase or decrease in the market value of 
the investment. The basic problem is to achieve a proper 
balance between the desire for a maximum return, and 
concern over the safety and security of the value of the 
fund. In the investment of pension funds, particularly, 
safety is a dominant consideration, since they are designed 
primarily to guarantee a measure of security to their bene- 
nciaries. 

The small group may be able to do just about as well as 
it can, consistent with the over-riding consideration of 
safety, through an insurance com|»any, since a small fund is 
more limited in the range of its .safe investment oppor¬ 
tunities. 

The effective rate provided through an insurance com¬ 
pany will be determined by the earning.s realbed by the 
insurance company on all of its investments. A trust fund, 
on the other hand, is ,self-.Hufficient It can earn more, but 
will bear the full brunt of any los.ses. 

As far as expenses are concerned, both methods involve 
certain necessarv charges. A trusteed idan will ha< e to l>ear 
the coat of actuarial, legal, aeccunting. and clerical services, 
as well as a rr.anngement fee to the laink or trust company, 
if anv. The cost <»f the same types of services is included 
in 'll premiums fixed by the insurance company 

These premiums also include certain other expenses of 
the insurance company which a trust fund may avoid. 
Among these are c<»mmissions paid to agents, state premium 
taxes, promotional expenses, surrender charges, etc.—be¬ 
sides the fact that insurance companies are not in business 
for their health and ex|»ert to cover all their co.sts and atlll 
take a profit out of their o|>erations 

These expenses, plus a margin for “contingencies*’, are 
reflected in the 'Hoad" factor- iisuallT which the Insur¬ 
ance company will add to its estimates of the contributions 
required to fund the benefits in arriving at the total premlnm 
rate for grf>up annuities Generallv, about or 4'’^ of this 


41 



I’ENsioN Pi-ANj! Under Collective Bargaining 


ifl pure adminis*!native expenses and the rest is for a con- 
tinjrency reserve fund. 

A trust fund, if it is larRe enouRh, may be able to avoid 
certain expense-^ and control the expenses it does incur in 
such a way as to keep pure administrative costs below what 
would be possible under an insured plan, but the difference 
is not likely to come to any very larRe amount. Kxpen.ses 
will probably run in the neiRhborhood of 3' i or .so. A small 
Kroup would probably do ju.st about as well from the .stand¬ 
point of admini.stnative exp<‘n.ses throuRh an in.sured plan, 
since the smaller the Rroup the hiRher are the actuarial, 
clerical and other expen.ses likely to be as a prop<>rtion of the 
total income from contributions. 

To sum up. the potential cost advantaRes of trust fund 
administration, over insurance company administration, are 
mure apt to be realized where a larRe Rroup of workers is 
involved, than in the ca.se of a small Rroup. 

Insured Plans 

One reason why manv are led to believe that insurance 
company plan* are likely to be much more costly per unit of 
benefit than trusteed pmr..s is to l>e found in the difference in 
initial cost estimates—as distinRuisheu from the real long- 
run cost—that may be found when the twi> are compared 

The cost estimates on which the contributions and bene- 
flta of a trusteed plan are based ran be as conservative or as 
cloaely-flgured as the actuary and the parties desire. Full 
account can be taken, in advance, of all of the pro>Mihilities. 
Full discounts can be taken for such factors as turix ^ and 
deferred retirements, and more liberal aasumptiuiis can be 
made—if the cirvumstanci-s and characteristics of the group 
covered ap|>ear to ju.«tify it—as regards mortality and lift- 
expectancy 

Under insured plans, on the idher hand, no discount is 
taken for turnover and deferred retirement in the compute 
tions on which the premiums are l>ased f'onservative mor 
tality tables and interest rate assuntptiona are used. If. for 
example, the 1937 .Standard Annuity Table ia used to figure 
the mortality rate among workers ia a particularly hazard 
ooa oerupation—such aa coal mining—where the mortality 
rate is likely to be aubatantially higher and the life exper 
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tancy lower than aet forth in that table—the coat will be 
overstated. 

In addition to usinn conservative a.vsumptions, the in¬ 
surance company will make .some additional provision for 
“continfencies” or possible adverse experience. Since it 
Itear-s the risks (whereas a bank or trust company does not) 
the insurance rompan.\ wiil thus delilicrately overstate the 
cost probabiiities. thereby assurinK that it will have more 
than enouRh on hand out of the premium payments to take 
care of its obliRations. 

If. for example, in workinR up cost estimates for a 
trusteed plan, the actuary assumes that the average worker 
will elect to retire at age 67, instead of 65, the cost estimate 
will be about of the comparable insurance company 

premium rate ba.sed on retirement at aire 65. A turnover dis¬ 
count miRht make it, say. 75*^ . A different a.ssumption as 
regards mortality could brinir it dowa to 60*T. 

A Rroup that souirht cost advice from an actuary and 
premium quotations from an insurance company miirht con- 
ceivabh. therefore. Ret a fiRure from one that would be 
about 60 ; of that submitted by the other. Nevertheless, 
over a period of years, the cost experience may he rouRhIy 
about the same 

The difference woulu be made un of dividends or rate 
credits paid back hy the insurance company, which would 
not be realized from the trust fund .set up on the basis of the 
actual?‘s estimates. For example, the insurance company 
will, instead of discountinR for turnover in computinR its 
premiums, take care of separations hy refunding to the em¬ 
ployer a ‘‘cash surrender value** of about 96'> of the con¬ 
tributions he haa made on behalf of the terminated em 
ployee. The employer wiil Ret additional dividends—which 
he can apply as payment on subsequent premiums—if the 
mortality rate turns out to be hiRher and the life expectancy 
after retirement lower than the rates used in computinR 
the premium. He will also get credit for deferred retire¬ 
ments. and if the earned interest rate is higher than was 
assumed. 

The premium mats qooted by an insurance company wiil 
not nerewaariiy. therefore, give an accurate indication of 
what the actual coat of an inanred plan ia likely to be. The 
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figures submitted by an insurance company will conae- 
quently be of limited value when costs are discussed in collec¬ 
tive bargaining, unless they are interpreted and modified in 
the light of all the probabilities. 

This is an important point to bear in mind in the course 
of negotiation.^—particularly in a situation where an em¬ 
ployer indicates his willingness to guarantee a level of 
benefits which, according to insurance company premium 
rates, will cost X cents an hour, but is not willing to commit 
himself to a fixed contribution of X cents per hour to a fund 
from which he could get no rebates 

If. on the other hand, the employer is willing to commit 
himself to a certain fixed X cents per hour contribution to 
finance a pension plan with such benefits as that amount of 
money will provide, then another choice emerges. That fund 
can be used to pay premiums under an insurance company 
plan, if a very conservative system of funding is desired, or 
it can be used to set up a self-administered plan with the 
lienrfits based on a consulting actuary s computations, which 
may be as conservative or as liberal as desired. 

If used to aet up an insured plan, the initial level of 
benefits will be about the minimum obtainable, but may be 
increased later as the fund realises dividends and rate credits 
which can be used to purchase additional benefits. Under 
the self-admini.stered plan, the initial level of benefits may 
be aa conservative or as liberal as desired, within the limits 
of "actuarial soundneas”. 

The basic differeni'e iietween the two methods iiea in the 
ftiatag of coat experience. Under a trusteod plan, the man 
ner of funding and the liming of adjustments for artuarial 
gains are under the control of the union and the employer. 
Uader an insured plan, these important matters are within 
the dlaervlion of the insurance company, rather than the 
partice themneNea 

As a matter of fart, the dividend record of most Insur 
anre companies has not been good. Even where experience 
has been faeorahle enough to Justify the reiNiyment of the 
actuartei nurplus. they have hMn alow to do ao. They have 
not showm the same relurtance. however, where aa increase 
la premium rates waa lavolved. 
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(iroup Annuity Plans 

Thi> ?roup annuity is probably the most common type of 
insured pension plan. Under such a plan, a master contract 
coverinjf the entire group is entered into with an insurance 
company. The group annuity cannot ordinarily be used to 
co\er groups of less than 50 membt-rs (25 in some states). 
Enrollment of employees into the plan is done on a group 
basis and no medical examination is required. 

Plans of thi.'^ type are designed chiefly to provide straight 
pen.sion lametits at a relatively low cost. Since death benefits 
are usually not provided as a part of the pension plan, the 
full mortality di.«count can be taken in computing the cost. 

There is no advance discount for .severance, but a rebate 
of from 02 I to 96 of the premiums paid on behalf of the 
individual w ho leaves the group is allowed. The difference 
tjetween the rebate and the full premium is a “surrender 
charge” which the insurance company retains as an alloca¬ 
tion i>f a i>ortion of its administrative expimses. 

Since severance is not discounte<i in advance, the inclu- 
.*ion of a “vesting” clause in the agreement, whereby work¬ 
ers who quit or get fired would ke<‘p the paid up annuities 
purcha.sed fi>r them up to the time of .separation, would in- 
\olve no increase in the original premium charge. It would 
only be reflected in the reduction or elimination of the 96'€ 
rebates which the employer would otherwise get back from 
the insurance company, and which he could u.se to reduce 
his future p.^cntium payments. 

Group annuities ar«- usually fiinih-d by thi- “singU* pre- 
mium” methial (s«“e Part III) Under thi« me'hml. there is 
purchased annually for each employee a iinit of deferred 
annuitv benefits ti> cover the pension rights attributable to 
the employee s service for that year Fju-h year s purrhaae 
of anits of annuity eo\erage is a completed transaction, and 
upon retirement the sum of all the sepnratelv purchased 
units of deferred annuity will equal the total amount of 
pension payable to that employee 

Since each year s premium ia a completed transaction for 
the unit of benefits earned in that year, the per-unit premium 
for an ;ndi\'idual in the group will increase annually by 
rt«snn of his age change Whether the general group a«wr 
age mat will increase or dscraase froia year to year (other 
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than through a general change in premium rates) will 
depend upon the average age of the group and the distribu¬ 
tion of ages within the group. 

The premium rales applicable to the various age brackets 
are usually guaranteed fur the first five years that the plan 
is in operation, but thereafter the insurance company may 
change them frum year to year. If rates are increased, the 
new rates will apply on additional annuity units purchased 
for all w orkers covered including the original members of the 
plan as well as new entrants. 

The most common type of benefit formula found in 
group annuity plans—because it works in well with the 
single-premium, unit-purchase method of funding—is one 
in which the benefit is a certain percentage of pay for each 
year of .service. For instance, the formula may be IVc of 
average pay for each year of service at age 65. A worker 
entering the plan at age 30 will, under such a formula, earn 
a total pension of 35' ■: of his career average pay by the time 
he retires. The group annuity can, however, be used just 
as readilv with a formula providing a flat dollar amount of 
pension benefit for each year of ser>ice to retirement. 

The group annuity plan will usually give the retiring 
worker the option of taking his pension in one of several 
forms. Among the forms he may chose is a “joint and sur 
vi\x>rs'' annuity, under which a pension, lower than that 
which he would otherwise have received, la paid during the 
retired workers lifetime and the subsequent lifetime of a 
beneficiary designated by him, if the lieneficiary survives 
him. 


Ilepoait .AdmIniNiralion Flans j 

lleptMiit administration plana are a combination of certain 
features of trusteed plans and group annuity plana. They 
were developed by insurance companies in an effort to meet 
the criticism, as to inflexibility and high initial premiums, 
frequently directed against insured plana 

If the funds accumulated under a trusteed plan were 
used to porchaae paid-up life annuiMss tor workers covered 
by the plan when they retired, (a practice known as 
terminal reinsurance"), all the essential characteristics of 
a deposit administration plan will be present In such an 
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arrangement. The main difference is that the insurance 
I company acts as the trustee of the funds beinR accumulated 

before annuity purchases are made, instead of a >>ank, trust 
company or Hoard of Trustees. 

I The insurance company will guarantee a certain modest 

I minimum rate of interest on the fund, but will a.ssume no 

further risks and offer no Ruarantees as reRards the actuarial 
soundness of the fund or its ability to meet the benefit 
^ requirements of the pen.sion plan. It will offer these Ruar- 

antees only with respect to the annuities actually purchaseil 
fmni the fund when an employee retires. 

Under a deposit administration plan, the employer makes 
his payments to the insurance com{»any. The insurance 
company holds the money at a Ruaranteed rate of interest, 
plus any additional interest which may be warranted, in the 
view of the insurance company, by the profitability of its 
in\'estments. The money is not used at the time it is paid 
in to purcha.se units of paid-up deferred annuities as in 
the ca.se of a Rroup annuity plan, but is kept in a sinRie 
unallocated fund. 

As each employee retires, enouRh money is taken nut of 
the fund to buy him a paid-up life annuity in the full amount 
of the pension benefit he has cominR to him under the plan. 
The premium rate paid for this annuity at retirement is 
the same as the rate applicable to the unit purchased for a 
worker at aRe 66 under a routine Rmup annuity plan. The 
insurance company assumes the obliRatinns of an in«jrer 
only with respect to the annuitic.s finallv purrha.sed. 

Th is arranRement makes possible Rreater flexibility In 
the choice of benefit formulas and other provisions of the 
plan and in the computation and handlinR of the contribu¬ 
tions required to finance the plan. Since the insurance com¬ 
pany assumes no risks with reRards to the amount deposited 
and held before annuities are purchased, coat estimates and 
contributions to the fund can be on as conservative or 
liberal a basis as may be desired, within such minimum and 
maximum limits as may be set by the insurance company. 

The insurance company assumes none of the risks until 
emplovees actually retire. If the amount in the fund is 
not sulllcirnt to purchase annuities in the amount required 
bv the benefit terms of the plan, the employer will have to 
make up the difference 
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Deposit administration plans are available only to large 
groups of workers, the minimum being about 500. 

Individual Policy Plans 

Where the group is too small to permit the use of a group 
annuity plan, the only means by which a pension plan can be 
insured—unless the group combines with other groups for 
that purpose—is through a system of individual annuity 
policies. This method is also adaptable, though costly, to 
any group where substantial subsidiary benefits—such as 
death, severance and survivors benefits are desired. 

Under group annuity and self-administered plans, death 
benefits, where provided, are usually handled separately 
from the funding of the pension program, through a group 
term life insurance program set up apart from the pension 
plan. Under individual policy plans, however, death benefits 
are provided aa an integral part of the funding of the pen¬ 
sion plan. 

One or more separate policies are purchased for each 
employee covered by the plan. The total amount of the 
policies held for each employee is liased on the pension to 
which it is expected that the employee will be entitled when 
he reaches retirement age. A minimum number of em- 
ployeea in the group ia not required. 

Individual policies are funded on a level annual premium 
basis—that ia, each years premium is the same as the first 
premium, from the beginning until retirement (see Part 
III). It does not change yearly with changes in age, as in 
the single-premium approach used in group annuitiea. The 
coat ia not discounted in advance either for mortality before 
retirement, aa in a group plan, or for severance. This makes 
poaaible the payment of aubstantial death and severance 
benefits within the scope of the high initial premium cost. 

Under a straight individual annuity, the death benefit 
ia linuted U* a return of all the premium.s paid on the work¬ 
er a behalf, to his beneficiary. However, insurance companies 
frequently require that a certain amount of life insurance 
be carried in conjunction with thia. Under most of these 
plans, therefore, a worker is usually eligible for a tl.OOO 
face amount of life insurance benefit In caae of death before 
retirement for each tIO of scheduled monthly retirement 
income 
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Since considerably more than $1,000 must be accumu¬ 
lated by atfe 60 or 65 in order to purchase $10 monthly for 
life, the cash value will exceed the face amount of the in¬ 
surance in the later years of the life of the policy. In this 
case, the cash value is payable in the e%'ent of death, instead 
) of the face amount. 

For administrative purposes, a pension trust is usually 
u.sed in connection with individual annuity plan.s, the individ- 
^ ual policies beinir held by the trustees. This type of plan is 

therefore commonly called an individual policj' pension trust. 

One drawback to the individual policy system is that the 
insurance company will usually require some evidence that 
the employees to be covered are insurable, and may call for 
complete medical examinations before airreeinjr to under¬ 
write the life insurance part of the proRram. The company 
reserves the riirht to reject tho.se who fail to meet the health 
requirements. 

For workers who cannot pa.ss the medical, the company 
offers a .straight retirement annuity contract, under which 
the death benefit is limited to a return of the accumulated 
re.serve. Some insurance companies al.so will not offer life 
insurance benefits to employees in hazardous occupations. 

The form of death benefits after retirement under the 
plan will vary from one company to the next, but each com 
pany will usually offer only one .standard form of payment. 
The most common practice is to Ruarantee payment of the 
pension for 10 years even thouRh the retired employee 
dies witnin that period, and for life thereafter. In case 
of death after retirement but before the 10 vears have 
pa.ssed. the monthly pension is paid to the henefleiarv for 
the balance of the 10 year period, or the value of the re- 
maininR installments is paid in a lump sum. 

Another common form is the "modified refund" annuity. 
Here, if death occurs after retirement, the monthly pay¬ 
ment is continued to the beneficiary until the total payments 
equal what the cash value was at the time of retirement. 

The rebate that employers stand to receive under a non- 
vested plan in the event of emploree withdrawals is con¬ 
siderably less than in the rase of Rroup annuities. As com- 
nared to the % return under a Rroup annuity system, the 
employer may only stand to recover from 26' to 50"; of 
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the premiums paid under an individual policy plan. Since 
the employer can recover relatively little in ca.sh surrender 
values under these plan.s, most individual (lolicy plans con¬ 
tain comparatively liberal vesting provisions, under which 
employees retain their accrued pension rights when and if 
they leave the group. ( 

From the cost standpoint, for a given amount of pension 
lienehts. individual policy iieitsion plans are much more 
expensive than group annuities. The reasons for this .should I 

be fairly obvious from a comparision of the terms and differ¬ 
ent methods of funding of the two types of plans. Individual 
policy plans usually provide much more in the wav of sub¬ 
sidiary. non-pension benefits—all of which, naturally, costs 
more. The level premium method of funding, with no dis¬ 
count for mortality, results in a much higher initial premium 
cost than the single-premium method u.sed in group annuity 
systems 

In addition, insurance agents get s much higher com¬ 
mission for the sale of individual policy plans than they do 
in the case of group annuities. The load factor for admin¬ 
istrative expenses and contingencies is also substantially 
higher. Of course, as in the case of group annuities, some 
of the amounts charged for contingencies will be returned if 
experience is sufiViently favorable, in the eyes of the insur¬ 
ance company, to warrant it. 

Once the premium rates are established for a given 
poliev. they are fixed and guaranteed by the insurance com¬ 
pany against any future increase (the main reason for the 
higher load factor for contingencies). Higher premium 
rates may l>e charged for additional policies purchased in the 
I at u re. however 
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BKNKFIT PROVISIONS 


The benefit schedule of a plan—together with the provi¬ 
sions as to eliirihility. service, etc., which condition those 
benefits—will determine the manner in which the values of 
the plan are distributed amonK the various workers in the 
unit “coveretl” by it. The formulation of this benefit 
schedule pre.^ents a union with another of the many basic 
choices involved in the consideration, negotiation and estab¬ 
lishment of a pension plan—the choice as to who jrets what, 
when and how much. 


Types of iienefit Schedules 

There is no such thinjr as a “typical” or “standard" 
pension plan benefit formula. Almost every plan will have 
some variation of its own. deaiirned to serse some purpose 
peculiar to the particular situation involved. It is not pos¬ 
sible to point to some union’s plan and describe the benefit 
provisions as “representative” of what is beintr done in 
industry today. 

These wide variations are found in both collective bar- 
irainiRi; plan.s and in "iinilateral” plans. Actual practice 
reflects the rirtually limitless nature of the possible com¬ 
binations and variations. 

In their bare essentials, however, moat of them are 
modifications of one of the followinir four broad typea: 

(1) Benefits related to both eaminirs and aerxice 
(Example: i'*'< of pay for each year of M>rvice from en¬ 
trance to retirement). 

(2) Benefits related to serAice. but not to eaminirs 
(Example; total pension equals ynuo per month for each 
year of aenrice to retirement) 

(S) Benefits related to eaminirs. but not to sen ice 
(Example: SO'"', of pay upon retirement). 

(4) Flat benefits with no relation to either eaminra or 
sen ice (Example: 1100 a month upon retirement, reirard- 
leas of eaminirs or service). 
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Of these four broad possibilities, variations on the Arst 
two types are by far the most common. However, reiatively 
few plana will fall entirely within one particular category— 
though the main features of a formula may be along the 
lines of one of these types, it will frequently include certain 
aspects of another. For example, the basic formula of a 
plan may be related to both earnings and service, but this 
formula may be modiAed by the inclusion of a minimum 
pension provision based on service but not earnings, or baaed 
on neither service nor earnings. 

Or, the pension beneAt may reAect earnings and. or serv¬ 
ice, but only up to a certain point, after which additional 
earnings and/or service cease to have any effect upon the 
amount of the pension. Whether recognition should be 
given to earnings or service: the extent, if any, to which they 
should be recognized; and the consideration that is to be 
given to minimum needs are all within the control of the 
parties. The formula can be constructed and adjusted in 
any number of ways to compensate for these factors. 

Percent of Pay Versus Flaf Money KeneAls 

A number of argumcnta are commonly heard in favor 
of a system which ties bencAta directly to earnings. It is 
said that a worker will tend to judge the adequacy of his 
pension in relation to what he had been earning before 
retirement and what he would have been able to earn if he 
continued at work. If retirement ia to be encouraged or 
made relatively easy, therefore, the beneAU should bear 
some reaaonable relation to hia normal earnings. 

Alao It Is held that higher-paid workers have become 
accustomed to a higher standaH of living, and that they 
should not be required to reduce their scale of living too far 
below what they have become usad to. Thua. a 1100 pension 
might be all right for a worker earning f ISO a month, but 
completely inadequate for a worker earning 1400 a month 

On the other hand, the diversion of funds to provide a 
higher penaion for higher Income workers will leave l«a 
available for the pensions of low-paid workers Since another 
dollar ia of greater value to the man who haa few dollars 
than the man who already has many, the leas suffered by the 
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km-income worker will he much greater than the added 
value of the higher benefit to the high-income worker. 

The lowei -pai«l group> are already ci«»He to the bare aub- 
.ai.atence margin. To reduce their living standardn .atill 
further would invoke a greater projHjrtionate amount of 
hardship than it would in the case of the high-paid worker, 
whoae acale ot living is not limited to the bare necessities. 
FurthermoJe. the higher-paid worker will have been latter 
able to set .something aside out of his pay before retirement 
with which to .supplement his pension. 

It is only where a fairly wide range exist.s between the 
wage rates paid for different categories of wr>rk within a 
group that this question really becomes much of a problem. 
Where rate.< are roughly uniform, everybody that qualifies 
in all other respect.s will get about the same amount in pen- 
aions, regardless of whether a |tay-related formula or a flat 
dollar formula is u^d. 

It would alAC work out alsmt the same in a situation in 
which it could be assumed that all of the low-paid workers 
are in the younger age brackets and that their pay will 
steadily inercaae as they grow older—so that their average 
pay over the years wowki wind up at about the same level. 

In caaes such a« thesw. however, no real purpoae is 
aened by uairir a psy relat^i formula. It would be much 
simpler to uae a tiat-d.':^Ur amount schedule, since the same 
•■nd result wouM be aehkved either way. Record-keeping 
would be much simpler and teas expenaive. and the actuarial 
service required would probably lie lc>ta elaborate 

in other caaea. where some recognition of higher pay la 
desired if it can be accomplished without texs much hardship 
for the lower-paid worker, a comprofr^a? approach can be 
worked oat with vary little dMAcinitv. A miriraom benefit 
provialoa. guaranteoing that the pension wifi n-»t be ieea than 
a certain flat dollar ainnant. may be Ineioded as a part of a 
pay-related formala. <»r the formoia mar uee a sliding 
ecale. ao aa to provide iaw-paid workerf with a higlier per¬ 
centage of pay tkan tke high-paid workare 

Tke anwiunt available from fVwia! Sumrity might have a 
bearing on tke eeieetion of a percent ^ pay formula. Since 
tke Social Serorlty program provkdee a higher pereaatage 
kaoadl to hrwae-pald workora. a prtvats pesiloe formnla 
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in the first place, since it will be more closely related to the 
level of pay and the cost of living to which the worker has 
become accustomed at the time he begins drawing his pen¬ 
sion. A plan which provides a pension of 50V of average 
career earnings after 25 years of service may actually mean 
for most of the workers a pension of only about 35 V or less 
of what they were making at the time of retirement. 

Of course, under a plan which bases the pen.sion on final 
earnings, the employer should be watched rather carefully 
to make sure that he dues not, by some pretext, .seek to de¬ 
mote. or transfer to lower-paying jobs, workers who are 
approaching retirement, in order to reduce the formula base 
and thereby his costs. A “highest 5 of the last 10 years” 
average would overcome this possible objection, in mo.st 
caaes. 

In computing the cost of a percentage formula plan 
based on final earnings, the actuary may make an assum|>- 
tion as to what the future course of wage levels in the plant 
will be, in order to determine how much in the way of bene¬ 
fits will have to be currently funded. Or, he may use cur¬ 
rent pay scales and take account of later changes through 
later adjustments, when the actuarial experience of the 
plan is rechecked. In the latter ca.se, the increased cost 
deriving from higher wage levels may be more than off-.set 
by actuarial gains resulting from mortality, interest, de¬ 
ferred retirement or severance experience more favorable 
than that which was assumed—in which e>ent no adjust¬ 
ments in contributions may be neces.sary. 

Even in plans where future sendee credits are ba.sed on 
career average earnings, the past service formula is nearlv 
alwavs based on earnings during the year before the date 
the plan waa set up—to avoid the nece.ssity of having to 
check back through pay records, covering a period of .‘10 
years or more, which may no longer be in existence. 

Service and Rligibilitv Provisions 

The service and eligibility requirementa of a pension 
plan are juat as important as the benefit formula itaeif in 
determining how the benefits are to be distributed among 
the members of the work force covered. They should al¬ 
ways be considered in relation to each other, aa parts of a 
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whole. A liberal benefit accrual formula can be greatly off¬ 
set by a provi.>4ion which limits the number of years of 
service that can be counted. 

These restrictions can be im|»osed by putting a direct 
limit on the number of years of service which can be 
credited toward retirement (for instance, where the formula 
provides a percentage of |my for each year of service up to 
a maximum of 30 years). Or they can be impo.sed through 
age and .service restrictions upon eligibility (for instance, a 
plan which requires the attainment of age 30 and 5 years 
service as a condition of eligibility). 

Obviously, a plan which has both an age and a service 
condition is more restrictive than one which has just one or 
the other. For example, a 20-year-old worker would have 
to have 10 years of service before qualifying under an age- 
30-with-5-years-service plan; and a new worker aged 30, 
could not qualify until he reached age 35, under the same 
plan. 

There is no real difference between a plan which places a 
specific limit of, .say, 25 years upon the accrual of benefits, 
and a plan which places no specific maximum limit on pre 
retirement service credits, but which requires the attain¬ 
ment of age 40 as a condition of eligibility for coverage. 

These restrictions are frequently imposed as an indirect 
means of discounting the cost of the plan for withdrawals, 
or severance—it being assumed that most of the withdrawals 
will take place am.ing the age and service groups excluded 
from the plan. 

Where the funds available for the establishment of a 
plan—or the employer’s willingness to pay—are limited, 
restrictions of this type may be used as a means of provid¬ 
ing ahurt-acrvice workers, and older workers presently on 
the verge of retirement, with higher immediate benefits 
than would be possible if the available funds were spread 
over a wider area, so as to make earlier coverage and higher 
benefits available to young and long-s4>rvice workers 

This might Involve a choice between, say, a 2 per year 
plan with a 2i year limit, and a 1-5 per year plan with no 
limit on credited aerrice. The older, short-sen ice worker 
will make out much better under the former plan The 
latter would make higher lieneflts arailable to younger and 
longer-aervice workers. 
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This ia a practical problem which unions neRotiatinR a 
retirement plan are ver>’ likely to encounter. If the union 
starts out with a proposal for a 2% per year plan with no 
limit on ser\'ice accruals, for instance, and negotiations 
reach the point where some modiflcations on the original 
proposal must be made, the question arises as to just where 
it would be best to trim. Should the percentage amount be 
trimmed down, or should the percentage be retained and the 
cost-trimminE accomplished by aEreeinK to a maximum 
limit on the amount of service that can be credited under 
the formula? 

The cost of the two alternatives miEht work out about 
the same. It cannot be said flatly that one approach is 
necessarily any better than the other, except in relation to 
the particular needs and desires of the Eroup of workers 
concerned with the choice. One approach miEht be more 
desirable for an older, established Eroup. The other miEht 
be better for a relatively younE Eroup employed in a new 
plant, where most of the workers are a lonE wray from retire¬ 
ment and few have much in the way of past service to their 
credit. 

The union should, however, clearly recoEnizc the different 
benefit effects of these variations, and should know what it 
is doinE when it makes a choice between them. The final 
formula should be the product of a conscious election, .•leek- 
inE to make the best use of the available funds, in the 
liEht of the major benefit needs of the Eroup involved. 

Any eliEibility and .service limits should be desiEned to 
.serve this union purpose and not put over as an employer 
Eimmick to undercut the benefits of all. Many employers 
have u.sed this device in connection with unilateral plans as a 
way to huy a hiEh percentaEC formula at a low price, so aa 
to create a cheap illusion of liberality. 

The benefit achedrles of most plans make no distinction 
between past and future service credits. However, some 
percent-per vear type plans do make such a distinction— 
either by applyinE s lower percentaEe to past service credits, 
or by limitinE the number of veara of past service that can 
be credited. 

The arEum«iiUi commonly advanced in defense of this 
approach are (1) it serves to reduce the heavy initial burden 
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of the past service liability, makes more funds available 
for future service benefits, and makes it easier to set up 
a plan, particularly in the case of an older jrroup: and (2) 
the past service h>rmula is based on the previous year s 
earninRs, even under plans that base the future service 
formula on career axeraRe earninRs. so that a lower i^ercent- 
aRe would yield an equivalent l»enefit. 

In considerinR the question of |iast service treatment, 
unions should h<‘ar in mind the tact that the men who will 
retire over the next ten years or so will have to d»rive the 
larRer part of their lionefits from their past service credits. 
Coii.sequently. over the course of the near future it will be 
the past .service rather than the future service formula 
(where the plan makes a distinction between them) which 
Will determine now well the plan pays off in actual practice. 

i>efininR “Serxlce"’ 

Unless Rreat care is taken in writinR the aRroement 
provision coverinR this point, many retirinR workers may 
find their pension.s to lie considerably less than they had 
cxp*Tted. owinR to a narrow definition of the term “service” 
in plans which relate the amount of benefits to lenRth of 
service Particularly in plans which make no provision for 
the n tention of vested rlRhts by the worker in case of 
off. quits nr discharRe. a loo.sely-worded claua** RoverninR 
“credited .service” may put a {xitential whip in the hands of 
the employer, or enable him to reduce his coat obligations at 
the expense of the benefits anticipated under the plan 

Under most single-employer plans, service credited to¬ 
ward retirement benefits is required to be “continuous*’ from 
the date of membership in the plan to the date of retirement. 
If broken, onlv the last continuous period of .service under 
the pian counts, unless some further provision for the reten- 
tion of vested rights is Included. 

In th^ typical negotiated plan, continuous service Is not 
Considered to he broken bv leaves of absence, sickness and 
accidents, military service, lay-offs, dismissal followed by 
subsequent reinstatement, strikes or lockouts In most 
cases, however, absences for these causes in excess of stated 
p e ri n da. while not coaaiderad a break in continaens service 
so aa to iavalve the retrooctivv loaa of service credits already 
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accumulated, are deducted in computing the total length of 
service. 

Provisions RoverninR non-work time counted as credited 
service are u.«ually Reared to the seniority clause in the 
collective aRreement. Under such an arranRement, con¬ 
tinuous service, for retirement plan purposes, accumulates 
in the same manner as seniority does under the aRreement 
and service credits are retained as lonR as seniority riRhts 



Part Ml 

RELATING BENEHTS AM) COSTS 

Either the level of benettts or the coet of Anancinc that 
level of beneAta will be subject to variation. To say, at the 
time a plan is set up. that X cents per man-hour worked 
will Anance beneAts equal to Y dollars a month after 25 
years of service means only that it would probably be safe 
enough to start out with such a schedule of benefits until 
experience fives a clearer picture of what the actual coat 
is foinf to be. 

Either BeneAts or Coots Will Vary 

It would be a very rare coincidence if the actual cost as 
revealed by operatlnf experience were to turn out to be 
exactly equal to the advance estimate of coat. Nor will 
coat experience over a fiven period of time necessarily be 
the same as the cost experience of the plan over a later 
period of time. 

As previously discussed, the cost of a given level of bene¬ 
Ata, and the amount of beneAts that can be provided with 
a fiven contribution will depend upon: (1) *ge and sex 
distribution of the work force; (2) mortality experience; 
(S) interest earnings; (4) severance or turnover (where 
venting ia not provided); (5) age at which workers elect to 
retire; (6) wage rates (where beneAta are related to 
earnings). 

A change in any of these factors will alter the cost of 
maintaining a gi\en beneAt schedule. And each of these 
factors ia variable. If the average age of the work force 
increases, the cost of funding the plan will go up: if more 
workers stay on the Job beyond the normal retirement age. 
the coat will go down; if interest earnings are greater than 
expected, the coat will go down ; and ao on 

Accordingly, if the contnbutiona turn nut. over the 
enarae of time, to be too low in reiatioa to the beneAt ached 
nie eaiabiianM*. u«c une*s Wm have to a ccep* a 

redaction in oeneAt payments or it wil) have to make another 
trip to the wen and negotiate aa increase in employer eon 
thhationa If. oa the other hand, the employer guarantees 
the beneAta bat not ihe amount of his caatribotioaa. then 


•n 
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an “actuarial loss” will automatically require him to increase 
his payments. “Actuarial Rains” may yield him substantial 
savinirs or rate credits which will serve to reduce his con¬ 
tributions well below the level of his initial outlays. 

Thus, under a plan in which the benefit schedule is fixed 
and iruaranteed for an extended period of time, some allow¬ 
ance must be made for variations on the cost end. Where 
the employer airrees to a fixed and Ruaranteed contribution, 
but do«‘s not Ruarantee the benefits, some marRin of flexi¬ 
bility with respect to benefit payments must be provided for, 
if these contributions arc to be fully empl<»yed for fundinR 
purpoaes. 

This does not mean that you cannot set up a plan that is 
fixed and Ruaranteed at both ends, at least for the duration 
of the aRreement. it just means that you should be very 
careful in doinR so. 

If the plan undertakes to Ruarantee both the contribu¬ 
tions and a certain schedule of benefits, then the benefit 
schedule or the coat calculations should lie such that some 
money will be left over apart from that required for the 
routine fundinR of the plan. This can be done either by 
usinR over-conser\'ative actuarial assumptions in determin- 
inR the relation lictween cost ami benefits, so as to de 
liberately over-fund. Or it can be done by usiny reasonable 
actuarial aasumptions and by addiny to that a certain extra 
prarisiofi for ciiniinRencies 

It ahould he noted that insurance companies—who will 
Ruarantee a certain benefit schedule at a certain level of 
premiums, for the flrat five years, at least—use both of 
these safety precautions. They use hyper-cautious actuarial 
assumptions, and they aiao make provision for continRencies. 
throuf^ the “load factor.** In other words, they wear a 
belt and suspenders too 

Fixed (oatrihatian \erswi Fixed Kenefll Piaas 

Most exiatinR industrial plans—particularly if unilateral 
plans are included—eatahlished in a sinRie-company or 
ainfle-piant situation are of the so-called **deftnite-beneflt * 
type. That ia. the employer Ruarantees a certain amount of 
heaeflta. determined the particuiar formula or schedule 
sat forth ia the plan, but makes no commitment aa to the 
exact amount of hia contributions. 
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The employer simply ifuarantees to pay whatever the 
cost of the plan turns out to be. How much he pays and 
the method in which he pays it is determined by the fundiiiR 
.system used and the amount of the dividends and rate credits 
he gets back from the insurance company or throuRh 
actuarial checks on the fund. He gets the benetit of all 
actuarial gains and must make up the difference in ca.se of 
any actuarial lo.sses. 

.Many single-employer plans and practically all multi¬ 
employer plans, on the other hand, are based primarily upon 
a fixed and guarantee<l rate of employer contribution pay¬ 
ments into a pension fund. This approach is inherent in the 
nature of collective bargaining situations in which a numla^r 
of employers are party to a single master agreement with 
a union, inasmuch as it is necessary if the uniformity of 
wage scales and other conditions established by such an 
agreement is to be maintaine<i. A fixed-benefit basis in such 
a case could mean wide variations in the cost of a given level 
of benefits among the different employers, due to variations 
in average age, etc. 

Under these fix»'d-cost plan.s. negotiations are conducted 
on the basis of how much the employer is to pay into the 
fund. Once the amount is agreed upon and .set forth in the 
contract, the benefit .structure is decided upon, on the ba.sis 
of what the funds available can provide. U.sually some pro- 
vision for the modification or adjustment of benefit sched 
ule- in ai-cordance with experience is included, either by 
giving the Trustees some area of di.scretion in this respect, 
or by calling for renegotiation of the provisions of le plan, 
or some other arrangement 

An agn'ement calling for a fixed contribution to a pension 
fund docs itot. of course, rule out the possibility of funding 
the plan through an insurance company. This is. in fart, 
•••metimes (lone in such plans. A trust fund may be set up 
as an agi-ncv for the collection of the contrlhiition.s. The 
Trustee* may then "n-insurv” the plan by using the money 
to pa> insurance premiums on a current basis, or It may 
invest the mone\ and use the serxices of an insurance com 
|iany .inij when a worker . ctually retires, through “terminal 
reinsurance”- that Is. b> taking money out of the fund and 
buying the worker an immediate life annuity at the time 
he retires 
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Whrre the situation is such that either a dehnite-beneht 
or a fixed-cost approach can be uaed with equal facility, a 
union should irive careful consideration to all the pros and 
cons of both before cominir to a decision. 

Under the definite-benefit approach, the union has fewer 
administrative worrie.s and i.s not directly an.swerable as to 
the adequacy of the fund.<i. If it commits the employer to 
the principle and practice of full advance fundinir, it has the 
assurance that the benefit structure will be maintained un¬ 
impaired, even if cost experience should be le.ss favorable 
than anticipated. 

The members will be able to tell pretty well what they 
are Roinir to iret when they retire, and will be sure of Kettinir 
it if they meet the conditions. The emphasis is placed on 
benefits, which is the chief concern of the worker approach- 
injr retirement. The union can concentrate Its collective 
bariraininK energies on benefits without ha\inK to concern 
itself too much about the cost effects. 

On the other hand, the benefit approach has certain 
.serious drawbacks. Mapping out all of the details and 
provisions of a pension plan across a bariraininK table can be 
a complicated and harrowing proposition, that can drajr on 
for weeks and even months. 

It can be even more difficult than the drafting of an 
original collective bargaining agreement after a plant is 
first organized, because it involves more technical details 
with which both company and union negotiators are less 
likely to be familiar. The “experts” get called in and the 
union finds itself up against a white-collar goon squad of 
company lawyers, accountants, actuaries, etc. Collective 
bargaining gets away from the control of the men who are 
going to have to live with the agreement that finally emerges 

In insisting upon an open-contribution, definite benefit 
type of plan, the employer Is likely to observe that the 
benefits are the main thing and how much he puts Into the 
plan or gets hack from the Insurance company is no proper 
concern of the workers. Nevertheless, the union will find 
that when it proposes some desirable modification of the 
terms of the plan or improvement in its benefits, the em¬ 
ployer will be likely to aav that it may be all very fine, but 
It costa too much 
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Even though he may be unwillinir to commit himself to 
anv specific amount of contributions, the employer will tend 
to use the cost argument as his major crutch in neirotiations. 
In other words, rejrardless of whether or not the plan is to 
be on a fixed cost or a definite l)enefit l»asis, neirotiations will 
tend to center around the factor of costs. 

The quality and character of the co.st estimates then 
becomes a matter of real concern to the union negotiator. 
Here the employer has an advantaire. In seeking author¬ 
ity to hack up a deliberate and jrross overstatement of 
what a particular benefit feature will be likely to cost him. 
he will find an army of actuaries and insurance agents at 
his beck and call—readv and eajrer to perform that .service 
for him. Insofar as they are intimidated by .such e.stimates. 
and are unable to effectively challenire them, union negotia¬ 
tions will suffer the disadvantafres of the cost approach, and 
none of the advantages. 

If the employer thereupon funds its plan at the same 
conser\ative cost rate as he used for barfraininfr purposes, 
he will, before too lonfr. Rct back a substantial .share of that 
cost—a share that mijrht have Rone for hljrher benefits— 
in the form of actuarial (rains, dividends or rate credits. 

Under a fixed-cost approach, the union will have to 
assume a greater degree of responsibility for the adequacy 
of the funds in relation to the benefits which those funda 
are to provide. The fund, rather than fhe employer, will 
have to hear the ri.sk of adverse experience. 

On the other hand, the pension fund it.self, and not the 
employer, will realise the full lienefit of all actuarial gains 
and will get any dividends, or rate credits. These can then 
be used to increa.se l>enefits for the members, rather than to 
reduce the employer’s costs. 

This is not a minor consideration. If a good manv of the 
definite benefit plans that have been .set up in recent years 
had been establishtsi on a fixed contribution basis, according 
U» the companies invohed maintained It was owing to 
cost them, they would be able to provide a lot more in bene¬ 
fits today than they now do. In some of these cases, the 
employer's actual operating cost* have been much less than 
half of their original cost claims 
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Fixed-Contrihution A| 

From the standpoint oJ 
tion approach simplifies th| 
tremendously. No one hi 
the straight question of h| 
to pay; negotiations can 
fashion as though a strai| 
issue. 

While it is advisable 
rough estimate as to how 
certain level of benefits, al| 
do not have to be hammere 
No elaborate actuarial stuc 
no expensive experts need| 
—after which the fund, 
can bear the expense. 

Once agreement has 
contribution, the con.Htruct 


ich Simplifies Bargaining 

legotiations, the fixed-contribu- 
process of collective bargaining 
to be an expert to bargain on 
much money the employer is 
ceed in pretty much the same 
tt cash wage increase were at 


have at hand at least a good 
jch money will be needed for a 
Ihe technical details of the plan 
out acros.s the bargaining table. 
}s need be made in advance, and 
hired until the fund is .set up 
ther than the union treasury, 


reached on the amount of the 
of a benefit schedule and the 
ould be much less difficult than 
in tne case oi a oenniie ueneflt plan. The union can then 
shop around for the best plan it can get that will fit the 
limits of the fund. Since administrative expenses are a 
part of the iegitimaie coat of the plan, an actuary’ can be 
retained at the expense of the fund, to draw up alternative 
propositions for consideration. 


Since it cannot affect his costs, the employer should be 
less concerned about the details of the plan itself. Within 
the acope of the svailable funds the provisions can be 
tailored to the needs and desires of the members, rather 
than the employer s idea as to what would be good for the 
members If It didn't cost too much. 


For its part, a union can afford to adopt a more con¬ 
servative approach to the problems involved in the funding 
Tid bene** provisions of the plan when the contrihiitl«n 
definite and fixed. Since the money is there and since more 
favoraole experience than that assumed in setting up the 
lienefit schedule can serve only to increase the fund, making 
possible later increases in benefita, the conservative ap¬ 
proach will involve no sacrifice of economic values by the 
membership 
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Part VIII 


BASIC F\CTt»RS I> PENSION NEGOTIATIONS 

The ideal pension plan is seldom, if ever, attainable in a 
single step. A union first must usually di^eide which fea¬ 
tures are most essential to its pur|M>.se, leaving the frills to 
the future. The construction of a plan that is satisfactory 
in every way is the product of time, experience and sub.se- 
quent negotiations over the years following the initial 
establishment of the plan. 

The first objective should be to develop a .sound under¬ 
lying structure upon which these later improvements can be- 
built. The particular methods by which this objective can 
best be accomplished will, of course, depend upon the nature 
of the particular group and the po.ssihilities of the individual 
situation. However, there are certain basic consideration.s 
where the course of enlightened trade union action is rea.son- 
ably clear. Probably the most important of these are (1 ^ 
funding; (2) administratif>n; and (3) the extent to which 
a worker s equity in the plan is to be protected. 

Plan Should Be Fully Funded 

In negotiating the pension agreen'icnt, the union should 
make sure that the plan will be adequately funded. A pro¬ 
vision binding the employer to the payment of certain pen¬ 
sion benefits is not sufficient. In definite-benefit plans, no 
les.s than in fixed-contribution plans, there should be an 
additional provision setting forth clearly the manner in 
which those benefits are to be financed through current con¬ 
tributions to a trust fund or insurance company. 

The most desirable provision is one which obligates the 
rmploxer to maintain the plan on a full advance funded 
basis, that i< through current contributions sufficient to 
finance the full amount i.f all future ser\ice credits as they 
are earned, plus an installment on the past service liabilitv. 
large enough to assure that the past seCMce will eventuallv 
he paid off in full Anything less than this shonhl l»> 
strongly resisted 

A pension plan that is not adequately funded hardly 
deserves the name. It offers little, if any. real security to 
the workers concerned. Pension payments are contingent 
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upon the continued profitable existence of the employinR 
company. If the company fails, those who ha%e not yet 
retired will lose all of their pen.sion rights and those now 
drawing a pension will rea.se to do so. 

An unfunded system may even be self-de.structive. It 
depends entirely upon current income for the payment of 
obligations which have accrued in the past. A period of 
adverse busines.* conditions could easily reduce the amounts 
available for pensions at the very time that pension re¬ 
quirements are at their maximum. The company may then 
be forced to the wall when, with a little more foresight and 
at even smaller n«‘t costa, it could easily have protected 
both itself and the rights of the workers involved. 

Under a fully fu.ided system, on the other hand, the 
companv’s obligations are stabilized and easily managed. 
It is free of the accumulated burden of pa.«t liabilities and 
need only concern Itself with current one.s. The pension 
fund itaelf is independent of the employing firm and does 
not depend upon the firm for its ability to meet all the 
claims that are entitled to recognition. If the firm goes 
out of business, the reserves on hand in the fund will still 
be sufficient to pay of? all accrueti pension rights in full. 

Not only is funding es.sential to the plan s security and 
ability-to-pay—it is also a nece.ssarj- condition precedent to 
the negotiation of a “\esting* provision, designed U> pro¬ 
tect the worker s earned pension rights against loss in case 
he quits or gets fired. Obviously, a worker can establish 
an equity, or vested right, in a pension system onlv ;h( 
extent that reserve funds have been set aside to cove r his 
mmed credits. An unfunded .system can not provide vestint 
righta. because there is nothing there to vest 

Ulati Shnald lie Jointly Vdminislered 

Unions should accept ntHhiit^ '**sa than an equal \ >' ce in 
the administration of the pension plan rh> eeaponsibility 
cannot Mifeiy be left to the employer The rights ar.'t In- 
tereats of the memberahip can oni.v be given proper regard 
and pfotortwn where the union is in a poaition to exereise 
aarvailiaaea over tha day-to-clay operationa of the plan 

Only throagh raaponaibia participation in fta administra 
tion can tiM aaioa gain the insight aad amperianc e as to 
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the detailK of the plan in operation which will be needed to 
determine where future modifications and improvements are 
required. The familiarity with the plan gained in this 
manner will provide the best preparation for subsequent 
negotiations on the pension agreement, and will make it 
possible for the union to carry out thoae negotiationa in an 
informed and enlightened manner. 

The way in which this participation can be made most 
effective will depend to a large extent upon the type and 
the scope of the plan, its area of coverage, whether it is 
set up on a fixed contribution or definite benefit basis, aud 
whether it is to be funded through an in.surance company 
or a trust fund. 

If a board of trustees is set up to receive the funds, 
supervise their investment or negotiations with an insurance 
company, direct the payment of benefiLs and adopt the 
working rules of procedure within the framework of the 
pension agreement, the union should insist upon equal repre- 
.sentation on the board, with an equal vote. Any third par¬ 
ties represented in the management and operation of the 
fund should not be selected solely by the employer but 
should be acceptable to the union as well. Provision should 
be made for the use of the services of outside consultants, 
acceptable to the union, upon the motion of either party, so 
that the adequacy of the funds in relation to benefits can 
be determined from time to time. 

I'nder a deflnite-lieneAt insured plan the details of ad¬ 
ministration will be less complex than In the case of trusteed 
plans. Nevertheless, active (larticipation on the part of the 
union is still a basic requisite. With insured plans this can 
probably best be carried out through a joint unioiv-managw- 
ment pension committee, which acts as a speriallced grlev 
ance committee. Interpreting the pension agreement and 
handllnr all Issnes that arise in connection with the opera 
tion of the plan, such as questions of elirfbilitv for retire 
ment. years of service, rtc 

In ail rases, the agreement should stipulate that full and 
comnleta flnanrial and actuarial Information on (he status 
and oneration of the plan is to be made freelv nvallable to 
the Thie should Include data on Insuranre pre- 

mbims paid out, and insurance dividends or rate credits 
received by the fund or the employer from the inauranre 
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company. This will enable the union to keep close tabs on 
the actual c«».st of the plan in operation—which can vary 
considerably from the advance e.stimate of cost which may 
have been u.sed in iieRotiatinR the plan, or the face amount 
of insurance premiums 

This will also make it pos.sibie for the union to enter 
subsequent nei^otiations with the same factual data at its 
tinRertips as has the comimnj. Any arguments over costs 
can then be disposed of by reference to facts equally avail¬ 
able to both parties. 

Plan Should Protect Workers’ Karned Rights 

.Many—in fact, most—existing private pension plans are 
seriously deficient with respect to the protection they afford 
against the loss of earned pension credits in the event 
of lay-off. quits or discharge prior to a worker’s actual 
retirement. 

In all too many ca.se.s, the great majority of the workers 
who an* o.stensibly “covered" by a plan have little or no 
expectation of ever getting anything out of the plan, even 
if they live to the normal retirement age. In such caaaa, 
the only work> r.s with a substantial chance of qualifying 
for any |>en.Hion at ail are those who have attained an 
advanced age after a “continuous" (leriod of long and un¬ 
broken S4rvice w.th a single employer. 

Where the scope of these plans is limiteii to individual 
establishmsTit-. and where workers have no vested rights 
in the funtls contributed by the employer, broken .ser\lce 
with different imployer* will deprive them of pension 
rights—even though they msv hsve a long record of active 
mefnlM-rship in iheir union, ami may spend their working 
lives in the trade or industry. While plans of this type 
mav help to meet some of the immediate needs of a few of 
the older memiiers of a union group, they offer little in the 
way of benefits ts> the maiority of the members, and do 
little to help solve the Itroad national problem of economic 
insecurit v snd dependence anwmg the aged 

Plans of thi.* '>ort may fatrt> be said to serve more of 
a management piirpos* tl.^i s trade union purpnae. They 
f' llow Uie of the typuai pre-collerUve bargaining 

unilateral 'x-mpany plan, set up aa an instmmtnt of, by. 
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and for management—out of “efficiency" and "personnel 
relations" considerations. 

They offer the employer a cheap means of Retting rid 
of superannuated workers, with a specious show of gen¬ 
erosity. They give the employer a .sort of invisible chain 
with which to tie workers to their jobs with a particular 
company, and to prevent them from bettering them.selves 
el.sewhere, through the promise of a pension plan if they 
stay and the threat of its lo.ss if they leave. 

To the existing penalty of job loss if a worker gets fired, 
a non-ve.sted plan adds another double penalty, b>' imposing 
upon a di.scharged worker, not only the loss of his present 
paying job. but the loss of all the pension credits he had 
earned—or thought he had earned—through work per¬ 
formed in the past. He is thus penalized not only presently, 
but retroactively. This obviously places a powerful instru¬ 
ment of coercion in the hands of the employer—an instru¬ 
ment which has been de.scribed as "pension slavery.” 

This is the feature of these plana that insurance com¬ 
panies and pension consultants will generally stress in their 
efforts to sell them to employers. They do not usually 
say. In plain terms, that a non-vested plan is a good way 
for the employer to keep the most valuable and experienced 
part of his work force tied to their jobs at lower wages 
than they would otherwise have to pay. They prefer to 
say that such a plan will “reduce employee turnover,” and 
thereby involve savings to the employer which will out¬ 
weigh the cost of the plan. In other words, the worker 
will, through lower wages, buy the chain that ties him to 
one job. It won't cost the employer anything in the long run 

The idea that seems to underlie this line of sales talk— 
that “lower employee turnover” is a good thing—Is easen- 
tiallv a reversal of traditional American principles. In the 
past. In this country, the efforts of workers to better them- 
selvea by changing joha when more attractive opportunities 
opened up hare generally been regarded as something that 
should be encouraged rather than discouraged 

“I^wer employee turnover” may be a good thing for an 
indh idoal emplnrer. Rut it is not good for workers, nor is 
It something that unions should be interested In promoting— 
for it will inevitably tend to have a depressing effect on 
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wage levels. And it is not good for the economy of the 
country as a whole, which depends upon a high degree of 
mobility on the part of the labor force for maximum 
efficiency. 

These plans may place a substantial degree of discre¬ 
tionary power in the hands of management, which seniority 
provisions and the union s ability to act in cases of di.s- 
criminatory or unjustified discharge may or may not be 
ab[e to counter effectively. Technological lay-offs, tempo¬ 
rary shut-downs, slack periods, not to mention such de¬ 
vices as the provoking of quits or firing on trumped-up pre 
texts, may enable the employer to wipe out a large part of 
his financial obligations, and recapture much of his past 
outlay under a pension plan, and may cause workers—even 
those on the verge of retirement—to lose their pension 
rights. 

Aside from the somewhat abstract question of the effect 
of a pension plan on the mobility of workers, there is a 
more direct consideration which argues against the type of 
plan which deprives a worker of his pension rights if he 
leaves a particular employer. That is the simple fact that 
the pension credits are properly his. He has paid for them 
through services performed, at a lower level of wages than 
he should have been able to obtain if the plan were not 
established—even where the plan was not deliberately nego¬ 
tiated is lieu of s direct wage increase. 

It Is the nature of pension plans as a form of deferred 
wage payment which argues most strongly in favor of the 
vesting of pension rights earned in the past. An employer 
cannot recapture any of the cash wages he has paid in the 
past to workers who quit or get fired. There is no reason 
why he should be able to recapture any of the deferred 
wages which workers may have earned in the form of 
funded pension credits up to the time of their severance. 
An employer who resists the inclusion of a vesting feature 
in the pension plan Is looking for "something for nothing" 
in the form of the workers' full services at only partial 
wages 

The means by which the deferred wage principle can be 
most effectively established under a pension plan is through 
some provision for the protection of the nsembers' rights in 
the plan in the event they are discharged, laid-off, or shift 
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from one employer to another. The manner in which thi« 
can best be done will depend upon the type of plan and the 
characteristics of the trade or industry. 


.Multi'Emplo.ver Plans 

in many cases, a substantial degree of protection can 
be provided through the establishment of central craft-wide, 
industrv-wide, or area-wide retirement funds, into which all 
of the employers under contract with the union contribute. 
This system has the further advantage of making it much 
easier, safer, and les.<* expen.-<ive for the small employer 
with but few employees to provide pension benefits than 
would otherwise be the ca.se. 

Under such arrangements, continuous coverage and con¬ 
tinuous accumulation of pension service credits is guaran¬ 
teed to the members as long as they remain employed in 
the industry, craft or area covered by the agreement, even 
though they may have broken .service with a number of 
different individual employers. Of course, they may still 
lose their pension rights if they leave the industry, trade 
or area. 

This type of plan is most efTective in the skilled trades, 
such as building construction, where there is a high degree 
of mobility on the part of the members betwwn employers 
within the trade, but where relatively few workers leave to 
enter other trades or industries. The greater the number 
of employers who contribute to the fund, the greater is the 
degree of protection for the members. A fund set up at the 
national lerel, with all union employers in the country pay¬ 
ing in, would accordingly provide a greater degree of pro¬ 
tection than a fund set up on the local level. 

Unions affiliated with the American Federation of Labor 
have pioneered in the development of multi-«mploysr pen¬ 
sion systems, under which union memltership or employment 
within the covered area of the trade or industry—rather 
than long and continuous service with an individual em¬ 
ployer—is the basis upon which eligibility for benefits is 
determined. Examples of pension funds of this type are 
tkoae negotiated by the International I,adles' Garment 
Workers’ Union. AFl,. with employers in the women’s gar¬ 
ment Industry; by the International Brotherhood of Elec 
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trical Workers. AFL. with employern in the electrical con¬ 
tracting industry; and by the International Longshoremen’s 
Association, AFL, with stevedoring contractors. Under 
these plans, all of the employers covered by the agreement 
with the union contribute a like amount into jointly- 
administered central funds, from which benefits are paid 
out to workers who qualify by reason of union membership 
and/ or employment with one or more of the Arms which 
contribute to the fund. 

Single-Kmployer Plans 

Where a plan is negotiated on a company or plant-wide 
basis, through a single employer, the workers’ equity can 
be protected through the inclusion of a “vesting” provision 
in the pension agreement. Such a provision will enable the 
worker to take his accumulated pension rights with him 
when he moves from one job to another, in the form of 
paid-up annuities which will begin to pay off when he 
reaches retirement age, or a guaranteed credit to his account 
in the pension fund, through which he will begin to draw 
a pension proportionate to his service with the company 
upon reaching the retirement age. 

This type of protection is most effective in employments 
in which workers are likely to remain with a particular 
establishment long enough to accumulate an appreciable 
amount of aer\ice credita. but where they frequently shift 
to other trades or industries when and if they leave the 
establiahment. 

In practice, veating may inciude all of the retirement 
credits that have been accumulated by a worker, or it may 
be restricted at Arst to a part of the penaion rights. Veat¬ 
ing may take place when the employee enters the plan, or 
it may be delayed until certain age or aer\ice qualifications 
have been met. After veating takes place, a worker can 
leave the company without losing any vested part of hia 
accumulated penaion credita. 

Ohriooslv. the best plan ia one which provides for full 
and immediate vesting. Particularly where the plan itself 
attaches certain age or aerv'ice qoaliAcationa for member 
ship In the plan, thare ia no legitimate excuse for any 
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further restrictions upon the time at which vested rights 
are established. 

If it is nece.ssary. however, to compromise for the time 
being on the vesting provision, and accept a .service condi¬ 
tion. the next best bet is to work out a graduated vesting 
clause. There is very little logic and a lot of injustice in 
a clause under which a worker with, say, 5 years of service 
has full vested rights, while a worker with anything le.ss 
than 5 years—even with 4 years and II months—has no 
vested rights. 

If a service requirement is included, the agreement 
should provide that workers who leave their jobs before 
they have served the period required for fuil vesting will 
be entitled to proportionate vested rights. Under such a 
provision, if the serv ice requirement is. .say, 5 years, workers 
with 4 years of .service will be entitled to 4 5 of their full 
pension credits, those with 3 years will be entitled to 3/5, etc. 

In setting up their plans, unions should, wherever pos¬ 
sible, adopt one of these methods—as may be most appro¬ 
priate to their situation—so as to protect the equity of their 
members. While it is true that the operating cost of main¬ 
taining a given level of benefits will be greater—or the level 
of benefits which can be provided through a fixed employer 
contribution will be less—where this protection is embodied 
in the plan, a greater proportion of the membersnip will 
get these benefits. 

The level of benefits can be impnived through later nego¬ 
tiations. while the protection of earned |>ension-right.'«— 
through a vesting provision or through a multi-employer 
arrangement—can ^ more readily accomplished at the in 
ception of the plan than at a later date after the plan has 
been set up on some other basis. 

The effect of a vesting provision on costs may not be so 
simple and direct, however, as it is frequently made out to 
l.e. If the plan is trusteed and the actuary would normally 
take a Jiaco'int for severance in computing rrmts. then a 
vesting provision would involve a direct increaae in costa, 
since the severance discount wouM have to be eliminated 

However, the situation is somewhat different in the case 
of inaurad phina. Insurance premium rates do not Include 
a diseonnt for severance. Therefore, the inclnaion of a 
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agreeing, in exchange, to go along with a contributory 
approach. 

Nevertheless, unle.^s the employer makes it well worth 
the union a while, the contributory approach should not be 
adopted without giving careful consideration to all the 
angles Inasmuch as it involve.s a direct reduction in the 
members’ present cash pay, it is no small matter. This 
issue has probably been .surrounded with more phoney 
arguments than any other single feature of retirement 
plan.i. A few observations on this point are, therefore, in 
order 

It has fn*quently been argued, in behalf of contributory 
plans, that the worker .s right to participate, through his 
union, in the administration of the plan, and his right to a 
vested interest in the funds which support the plan, are 
contingent upon contributions on his part. The.se argu¬ 
ments conveniently overlook the large number of unilateral 
contributory plans that make no provision what.soev'er for 
any employe* voice in their control and which give employees 
no claim at all again.st the amount.^ contributed by the 
employer 

The member 8 right to .share in the administration of 
the plan and hia equity in the funds are established through 
rttUectin >>arguiiiin0 —not through any additional contribu¬ 
tions on hia part. A± pointed out on preceding pages, and 
has been made plam in S’lJtH and court decisions, emplover 
payments to the.si- pian.s actually arc a form of wages, earned 
by the Workers through the performance of the aervkes 
called for in the working agri'ement. 

The workers arc. therefore, paying for their own pen¬ 
sions, regardless of whether the plan ia technically “con- 
tribulorv <ar "ii<»ii-ctintr!b*jtor>Insofar as any question 
of ri^ht or princijile ' is involved, workers have the same 
right to participate in the administration of the plan, and 
to establish an equity in the fund, resardleoa of wliether or 
not tia-y contribute out of their caah wages 

In the aheewce of any jJefensIble arguments in favor of 
efwpbrre ectMitribotkifie as a matter of “principle", the de 
eiKwm as to wtMsther or svot empfiorFe contrihutions should 
be prrrrsded for in the plan shnuM be d':>termined by practical. 
dollnrs-aiMl-eectta meiaiderations 
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It i« true, of course, that—jriven a certain level of con¬ 
tributions negotiated from the employer—additional con¬ 
tributions from the workers will make possible an increased 
level of benefits over what would otherwise be obtainable 
However, this is no more than to say that, given a certain 
amount in his pay envelope, if the worker adds to it out 
of his own pocket, he will wind up with more in his pay 
envelope. The decision boils down into a balancing of the 
desirability of a higher level of deferred benefits again.st 
the undesirability of the reduction in cash pay which em¬ 
ployee contributions would involve. 

In making this decision, unions .should keep in mind the 
fact that employee contributions involve a large element of 
“economic waste” and that the dollar which the worker con¬ 
tributes i« a more expensive one—and will buy le.ss pension 
benefits—than the dollar which the employer contributes. 
This is true because of tax, actuarial and admini.strative 
considerations. 

Employer contributions are deductible from the income 
that the employer reports for tax purpo.ses. Consequently, 
if his marginal income puts him in the 82*'. excess profits 
tax bracket, the dollar which he contributes to the plan 
actually co<ts him onlv 18r. since he would ntherwi.se have 
had to pay 82r of it to the government in taxes. Further¬ 
more. the worker Is not required to pay income taxes on 
the monev which an employer contfibutes to a pension fund 
on his behalf He pays taxes on it only when he begins to 
res rive a pension, and then only if it puts him in h taxable 
income bra« ket. 

Hn the other hand, workers must pay in< iim»' taxes on 
th»' money which the\ first receive iu> wages and subae- 
• lueiitly rontrit'Ute to th«- (ts-nsion fund If a workers tax 
rate is around 20',. theref«>re, each dollar which he con 
tributes to the fund from his wage costs him $1.20 as com 
pared with the employers lost of 18c on the dollar. 

The full dfillar of employer contributions can be used 
to provide pension benefits. On the other hand, since em 
pkwee contributions are returned to his lieiicfii-iary in case 
of death, proiiably less than 70r of the workers high cewt 
dollar will go to increaiw the lex’el of pension beneAta pro- 
\iiled b> the plan. Employee contributions cannot be dia- 
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counted for mortality or severance in determininR how much 
pension benehts they will finance. 

In other words, employee contributions are an individual 
savings program, not a group retirement plan. If a worker 
is in a position to save, he could do just as well with any 
money he can .spare for that purpose by putting it in the 
bank or into government bond.s. Most pension plans will 
onlv return him about 2% interest on the money he puts 
into it directly, no there is no particular advantage from 
the saving.s or investment standpoint. 

The dollars-and-cents effect of these factors can be read¬ 
ily seen. Take a plan set up on the basis of an employer 
contribution of lOr an hour. If the employer is making 
excess profits, the plan actually costs him 1.8^. If it is 
desired to increase the amount available for the funding 
of pensions to 14r. through additional employee contribu¬ 
tions. the worker would have to contribute about 6^ an 
hour in order to accomplish this, since only between 6U and 
70*^ of his contribution can actually be u.sed to increa.se 
pension benefits. Furthermore, he will have to pay, .say, 
20'^^ on that in income taxes—bringing the total cost of his 
contribution to 7.2e, for a 4^ increase in pensions. 

Consequently, the total effective cost to both parties of 
the 14e an hour for pen.slon beneflU would be 9e an hour— 
1.8e to the employer and 7.2^ to the employee. If the em¬ 
ployer paid in the full 14c, on the other hand, the net effec¬ 
tive cost would be only 2.5t an hour, at the 82'7 tax rate. 

As a means of making possible increased pension bene- 
flta, therefore, direct employee contributions are highly 
inefficient and very costly to the workers. 

Coaipabiorv Retirement Should Ke Resisted 

Unions should make every effort to resist the inclusion 
in the plan of any provision making retirement compulsory 
at some fixed arbitrary age. This i.s one of the means 
through which pension plans are often used as a device of 
management rather than an instrument for the benefit of 
workers. 

If the benefits are sufficient to enable s retired worker 
to live In relative comfort, dignity and security, most work 
ers will Toluntarilv retire when the time comes that they 
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can no longer work as well as they used to do. If they are 
not sufficient, workers should not be compelled to retire 
while they are still able and willing to perform useful and 
remunerative .service. 

As far as costs go, a plan which permits workers to 
retire at their own pleasure after reaching the retirement 
age will prove considerably less expen.sive per unit of 
benefit than one which enforces compul.sory retirement. Each 
year that a worker remains on the job after reaching retire¬ 
ment age reduces the cost of eventually paving him a 
pension by from 8 to 10'!, so that if he elects to retire at 
age 68, his pension payments will take about 26 or 30'< less 
out of the pension fund than if he retired at 66. 

Counteracting Age Discrimination in Hiring 

Unions should also exercise their best efforts to assure 
that these plans do not react against the employment 
of older workers. Employers may undertake to keep their 
coats down, or avoid retiring short service older workers 
with little or no pension, by adopting a policy of hiring only 
workers below a certain low maximum age limit. 

Multi-employer plans, which are based upon a fixed per¬ 
cent of pay or cents-ner-hour employer contribution to a 
pension fund, remove this incenti\e to discriminate against 
older workers, since the age distribution of their employees 
will not affect the employers’ cost obligations under the plan. 

The wider adoption of vesting pro\isions in other types 
of plans would also help to eliminate this problem, since it 
would enable workers to carry their pension credits earned 
in the past with them in the form of paid-up annuities, as 
they move from one employer to another. The amount on 
which a worker would be able to retire would not then be 
dependent solely upon his length of service with his last 
employer—and that employer would not face the choice of 
assuming the cost of funding an adequate pension for him 
over a short period «f ti*"* or retiring him on a small 
pension or none at all. 
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PRI\ \TF PENSION PI ANS 
\NI) SO<;i\E SECI RITV 

The benefit schedules of some plans have been con¬ 
structed in such a way as to make certain allowances for 
benefits available under the Federal Old A>re and Survivors 
Insurance program. Generally speaking, this has l)een done 
in one of two ways: either through the use of an "inte- 
yrated" formula; or through a so-called "offset" formula. 

Integrated Flan.s 

An integratid formula is one which, in relating lamefits 
to earning.-^, provide- a higher |»ercentag»‘ 1-nefit on that 
portion of earning.s which is in excess of the ^M.-ial Security 
cut-off level (formerly $3,000. now $3,600 under the 1950 
amendments) than it does on the portion below that level. 
For instance, the plan might contain a formuia which calls 
for a benefit >{ 1 of earning-s of up to $3,600 a year, plus 
2 -f ait earnings in excess of .'S'l.BOO. f -r each year of .serv¬ 
ice from entrance until 65. 

Formula- of this type are used a.- a mean.*^ of providing 
higher-paid • mployi-es with a larger |>ension than would 
• •therwi-e '«■ |>..4sih)i> under Itine.*:: of Internul Revenue 
reg'ilatiop- Thi- *■ n giilation- pro'ide that no . mployi • 
tan ris’ene a greater (lension in pr- ptriifii to hi- t.-irning- 
thaii anc it.w«T ;>ae! emplovts', a'- imiMg 'SiilitVi peri'-ls 
■ -erxif and taking .'tticial .■'•■curitv inf- ac. ■ o • m)-.- . 

w.-e, emi»l*tver contrihutioos t.t th* pla' «;'■ p.,* tax 
exempt 

Ir 'Her w rd-. if .al S. - (r yv pro\ :!• I tH h‘Urb.- 
r.t . 1 " -rkt r- in a p.a»» a i rimarv b* rt fit if, sav, 

?.% pt -nri-t.f . fH. n the ' — .-f ->1.4: fhi 1 » C"‘;'d 
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an equivalent relationship between the combined benefits 
available to both groups. 

The integrated formula takes into account the Social 
Security program as it exists at the time the plan is set up. 
It does not ''automatically" compensate or adjust itself to 
any subsequent ekangeti in the Social Security laws. If 
account is to be taken of change.s in the benefit .structure 
of the Social Security program, the integrated formula of 
the private plan must be revised after the change goes 
into effect. 

Integrated formulas offer no particular advantages as 
far as the majority of workers are concerned. On the con¬ 
trary. their main purpose* is to make possible the u.se of a 
private plan to pay high pension l^enehts to higher-bracket 
employees, while avoiding the cost of extending equally 
high benefits to all the other workers in the establishment. 
They thus serve to divert pension funds that could other¬ 
wise provide more nearly adequate benefits to those who 
need them must to the benefit of those who need them least. 

In other words, as between a straight I>. 4 ^ per year 
plan and a 1 ' t -2 ' > per year formula integrated with a $3,600 
a year cut-off level, most, if not all. of the hourly-rated 
workers in a plant would be better off with the former. 
The latter would be more beneficial only to the executives 
and high-salaried employees. 

Offset Plans 

Some plans take account of Social Security Ijenefita 
through the use of a so-called automatic “offset' formula, 
wherein the benefit schedule of the plan is stated as a 
certain amount or percentage tttciuAtrr of the primary So¬ 
cial Security benefit, in other words, the employer promises 
to pay only the di^erence hefMeen what the worker gets In 
primary Social Security benefits and the amount the formula 
sets forth 

Unlike the “Integrated” plans described above, "offset” 
plans are designe<l to compensate automatically for future 
changes In Social Security, rather than iust to take account 
of the existing level of ^iciai Security benefits. Any Im¬ 
provement in OASI nenefits, regardless of whHher or not 
employer contributions to OASI are incroasod, wilL 
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with the ofTaet device, reduce the amount of benefits 
payable under the plan, and the employer’s costa will drop 
accordinfly. 

Under some of these plans, the full amount of the pri¬ 
mary OASI benefit is deducted in arrivinc at the amount 
paid by the employer. In others, one-half of the Social 
S«'curity benefit i.<i deducted—on the principle that the em¬ 
ployer has a riffht to deduct only that portion of the OASI 
benefit which is derived from employer contributions to the 
Social Security system. 

Under these offset plans, it makes a lot of difference in 
the resultinf pen.sion as to whether Social Security is de¬ 
ducted from the formula before the amount due from the 
private plan is calculated or after, where the lenfth of serv¬ 
ice is lesis than the amount required for maximum benefits. 
As an example of how this works, take a plan that provides 
$125 a month at afe 65 after 25 years of .service, including 
Social Security, and scaled down propnrtionatelv for years 
of service less than 25. Take a worker retiring at 65 with 
only 20 years of ser\ice, with a primary OASI benefit of $60 

If the benefit is .scaled down on a gross prorata ba.sis— 
that is. before Social Security is deducted, hls pen.sion 
would be 4 5 of $125 or $100 a month. The employer 
would provide $40 and $64i would come from Social Security. 

If. on the other nand. tne benrnt is .scaled down on a 
met prorata basia—that is. after Social Security Is deducted, 
his beneflt from the private plan would be 4 5 of $65 ($125 
less $60 Social Security), or $52. This would give him a 
combined beneflt of $60 plus $52 or $112. as compared with 
$100 on the gross prorata basis. 

IMud%aatages of Offset Plaas 

The level of benefits available through Social Security 
will, of course, always have an implicit bearing upon the 
level of benefita which a union might deaire to provide 
through a private negotiated plan, even though Social Seru 
rity Is not referred to in the terms of the plan. Obvioualy. 
a private penstuu of. aay. $ 0 u a taunu* wm^ be much 
satisfactory to a union group If there were no underIving 
structure of Social Security benefits to which it might he 
added 
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Also, inasmuch as the negotiation of a pension plan 
involves the segregation of a sum of money which could 
otherwise have been used fur a cash wage increase, uii 
increase in Social Security benefits may make it less de¬ 
sirable to sacrifice a future wage increase in order to add 
further to the level of private pension benefits. 

Nevertheless, to express this relationship in the form of 
an automatic offset gimmick in the benefit formula is a very 
questionable practice. In the first place, it implies accept¬ 
ance of the proposition that the level of combined benefits 
set forth in the plan is so nearly adequate that any increase 
in Social Security during the term of the agreement can be 
spared by the workers so as to be used to cut the employer’s 
coats rather than to provide a higher level of benefits. Few 
plans now provide benefits high enough to justify this 
proposition. 

Secondly, it removes a large degree of control over the 
manner in which the plan is to operate from the hands of 
the parties directly concerned, making its terms dependent 
upon developments outside the sphere of collective bargain¬ 
ing. Any change in the tarm.s of a negotiated plan should 
be the product of collective bargaining, in the light of all 
the relevant factors and conditions, and should not re«ult 
automatically from developments in one particular area, over 
which the parties have no direct control. 

For instance. c\*en if ine level of combined benefits were 
high enough to be reasonahiv satisfactory, a sharp rise in the 
cost of living could change the picture completelv. If Con 
greas were then to increase Social Security benefits to com 
pensate for increased living costs, the workers would get 
none of the benefit. They would suffer a sharp decline in 
the real value of their pension benefits, inasmuch as the 
total money amount would remain the same 

In deciding what the benefits available under the private 
plan should be—whether or not they should be adjusted in 
recognition of changes in Social Security—such additional 
factors and considerations as this would have a strong influ¬ 
ence on a collective bargaining decision. Under the offset 
device, however, these other important factors do not enter 
Into the pSr'urC The offset gimmick assumes that changes 
in Social Security take place in a vacuum 
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Third, the arirument, advanced by some, that auch pro- 
viaiona would induce employers to lend their support to, or 
cease to oppose, neceaaarv improvements in the Social Se¬ 
curity system has not been home out by the facta, and is 
not likely to be. 

Over the lonir run, the cost to the employer of a certain 
level of pensions, provided throujrh a private plan which 
makes no provision for vesting—and which is loaded with 
so many maximum limits and restrictions on eliiribiiity. 
credited service, etc., that relatively few workers can qualify 
for full benefits—is not likely to be substantially hiRher 
than his share of the contributions which would be neces¬ 
sary to fund the same level of pension benefits throuRb tbe 
Social Security system. The Social Security system pro¬ 
vides those benefits, not Just to those few who manaRe to 
reach aRe 65 after lonR and unbroken service with a sinRie 
employer, but to all workers who are employed anvwhere 
within the ranRe of the Social Security Act. rcRardless of 
how many times they chanRe Jobs. 

Social Security, therefore, would provide the same bene 
fits to manv more workers. Pension benefits providetl 
throuRh Social 5?ecurlty would not Rive the emplover the 
same power to hold workers, at lower waRes than he would 
otherwise have to pay. that a non-vested. company domi¬ 
nated private plan would. 

Furthermore, a Social Security offset Reared to benefits, 
even if it did induce an employer to favor chanRes in Social 
flecurlty. would not necessarilv induce him to favor the 
same tyoe of chanRes that labor would endorse. If he were 
primarilv concerned with the cost effects, for Instance, he 
mlRht lobbv In favor of an increaae in Social Security 
benefits, but oppoae the additional employer contributions 
to Social Security that would be required to maintain the 
increnaed benefits on a sound hnsia. Or he miRht exercise 
his influence in behalf of the elimination of employer con 
trihotions to Social Security aitoyether. In an effort to ahift 
the entire direct eool lond to workers 

The prospect of employer support la a very poor reed for 
labor to lenn on in its efforts to sacuiv Renuine and neces 
snrv iroprovements In the Social Security proRram. The 
type of support that employe Rroupa would be Ifkely to 
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irive would be a very dubious aaset at beat—for the super- 
hrial improvement>< that might result from the standpoint 
of present benefit* might alao involve, under employer 
auapicea, other changes which could have the effect of under¬ 
mining the soundness of the basic structure of the program. 

What would .seem more likely to ease empioyer opposi¬ 
tion to further improvements in the Federal Social Secu¬ 
rity system would be the prospect that unions might other¬ 
wise press fur the wider adoption of collective bargaining 
plans that provide the same type of protections and the 
same continuity of coverage as does Social Security— 
through liberal vesting provisions and industry, area and 
craft-wide programs. Plans of this ty|)e would be more 
costly to the emplovers involved, per unit of benefit, than 
would an improved Federal system, and would thus offer a 
very substantial inducement to employers to avoid such a 
development by supporting a liberalized Federal system— 
regardless of whether or not an "offset” device is employed. 

This would appear to be a more constructive and fruitful 
wav for unions to use their collective bargaining energies 
to promote improvements in Social Security than through 
the offset device—and more in line with trade union 
principles. 

Fourthly, since employer contnbutions to retirement 
plans are a form of deferred wages, any provision which 
l>ermits the employer to automatically recapture a portion of 
his contributions amounts to a sort of built-in wage cut 
If the level of benefits stemming from the private plan is 
to be reduced in any way, the union should make sure that 
it will have the opportunity to convert the reduction in 
employer contributions—and the loss of deferred wages— 
into a commensurate increase in cash wages. A re-opening 
clause, calling for further negotiations in the event of a 
change in Social Security, is the most to which a union 
should commit itself in advance on this question in drawing 
up the agreement. 

No* a Sahalitale For .Social Sorarity 

As a final word, unions should clearly recognise that 
these privately negotiated plans do not diminish the neod 
for an adequate governmental Social Security system. Their 
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negotiation nhnuld not be permitted to divert unions from 
the more important basic objective of promoting the im¬ 
provement and expansion of the Federal old-age insurance 
program. 

The Social Security system accomplishe.s the aims of 
vesting, continuity of coverage, adequate guarantees, and 
equity of treatment much more economically, effectively, 
and efficiently than i.s po.s.sible through a system of scat¬ 
tered. fragmentary, limited and unrelated private pen.sion 
systems. A private plan should be regarded only as a 
supplement to the Social Security program. It is not. and 
never can be, a substitute for it. 
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TKXT OF CENKKAL WACJE RRfil LATION NO. 21 
GWR 21 PL-NSHt.'i Pijvya and Prokit-Shahing of a Dr.fERRF.i) Com 

PCNSATION Tvrt 

Statcnrnt of ('oiuidrrationh 

The Vi'mgt Stabiliiation Board haii adopted thii reirulation to govern 
the eitabliahment of new penaion plana (lection 21 , and proflt-iharinK 
plana of a deferred-compeniation typo (loction 3), and the amend¬ 
ment of exiatjnit plana. Thia recuiation aeta up a limited number of 
requirementa which plana muat meet, and it permita a wide area with¬ 
in which employera, or employera and uniona, may determine for 
themaoleoa thia proeiaiona of new or amended plans 

Partiea deairinc to eatabliah or amend plana covered by thia regu¬ 
lation are to file a report, on a preacribed form, with the Board. The 
report will be acknowledged, and. unlesa the partiea are notiAed to the 
contrary anthin 90 daya after the date of the acknuwledirmrnt letter, 
tlwy may tlwreupon put the plan into effect as of the effective date 
provided for in the pten. Keporta of plana which do not satiafy the 
requirements of thia reirulation, or which may appear, on preliminary 
review, to be unatabilixinc shall be treated aa petitions for Board 
approval and the parties notiAed arcordinply. Such plans may not be 
put into effect unless and until the partiea receive notifleation of 
Board approval 

The princtpel reasons which have impelled the Board to prant a 
larce measure of diaeretioa to parties wiahinp to estahlish new or 
amended plana are the followmir: 

1. Plana covered by thia reculation, unlike most other forma of 
compensation, (enerally constitute deferred and not immediate income 
to employees and, therefore, will not contribute materially to increased 
consumer purchaainf power. Moreover, sections 2 and S of thia refula- 
tion contain certain safeguards desiirned to insure that such plans are 
not used aa a device for disbursing immediate income to employees. 

2. The dancer that thane plana will result in inflationary additions 
to buainoaa coots ia minimiaod by the widespread iraiiantion amonc 
employers and unioua that aoek plana—because of their cost and hr 
cause they iBraive ionc-term commitments—must be inaucurated or 
modiflad with creal caution aud only after careful planninc. ao that 
prudent judgment should operate as a particularly strong stabiliainc 
influence in thia fleid. 

9. Eziatmc plans are so varied that any attempt to estahliah detailed 
criteria la tarma of beaeflta. coau. or a combiaation of these and other 
facUira woaM tend ta deprive parties of the freadom of choice which 
(hey should have la choaaiac a plaa which w best adapted to thetr 
particular aaede. ia additioa. hec au es af the romplesity and diversity 
of these plans, a uumhrr of arrioua tachaical difficulties arise la at- 
temptiac la aatabliah ouch detailed rritana. 

Seetjoa • providaa far Board review ad this rvculatioa in the licht 
of eBpe n e re hereaadsv. RImaU that rsperienco tadieatr the need 
for chaapM la Board policy, such chaoers will he made ia auArieut 
time ta prwvaet impairmeut af the wace stebtlisatiea profram 

!• the fanaulatiau af this racalation. the Board has flwu dae 
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Pension Plans Under Collective Karcaining 



Mction 5 below, put into effect new or amended proflt-iharin( plana, 
approeed by the Bureau of Internal Revenue under pertinent refula- 
tioBi. which provide for the payment of beneflti, deriv^ from employer 
contribution!, upon retirement for reaiona of aire or permanent and 
total diiability, or upon leverance, where (a) payment! do "ot beffiti 
until at leait 10 yean after an employee*! admiiaion to the plan, and 
(h) inch payment! are payable over at leait a 10-year period. No 
immediate benefit derived from employer contribution! may be pro 
vided in the form of a lump lum cash or loan value except in the event 
of the employee's death. 

Sac. 4. fefaaviaa a/ eximttmg pleas. Parties may, subject to the 
report nf and waiting-period provisions of section 6, below, extend 
an existing pension plan or profit-aharinf plan of the deferred com 
pensation type, without modification (ai to smaller employee units 
within the same plant or establishment, or (b) from a /roup of em 
ployees in one /eo/raphical unit of a multi-plant employer to a 
similar group of employees in another reofraphical unit of the same 
employer. Such extension may be made even though the plan does 
not satisfy the requirements stated in sections 2 or S. 

Sac. 6. nvoemae and wuittng penad pmristons. (aj The parties 
shall file details of the plan, on a prescribed form, directly with the 
Wage Stabilisation Board, Washington St, I>. C„ and they will be noti 
fied hy letter that the report has been received. 

(hj Unless the parties receive a further communication pertaining 
to such plan from the Board within SO days from the date of the 
acknowledgment letter, they may put such plan into effect as of the 
effective date of the plan. However, Anal approval of the plan ia 
conditioned upon compliance with the provisions of section fi below. 

(cj Reports of plans which do not satisfy the requirements of aec 
tions S. S, or 4, or which may appear, on preliminary review, to he 
unslaaiiiaina, snail be treated as p^itions for Board approval, and the 
parties notified accordingly. Sneh plans may not he put Into rffset 
unlaaa and until the parties receive notification of Board approval 

Sac. fi. ^ooreessMiro of prneiea pwas aadrr Imtrrmml llrwemmr 
reds. Aay peasion plan which meets all the other reqairemeata of 
this regnlation, although It may be put into effect, shall net he con 
sidered Anally approved under thia regnlatioa nnless and natil ap 
proval ia saenred nnder the appropriate oartiens of the Internal 
Revenne Code 

Bar 7. jrsmrseasOia to GWK •. Parties who have eatahiiahed or 
modified a plan of the type coveted hy this reanlntimi under the pro- 
vmians of GWR a. snhoeqaeni ta Jannary Ifi, INI. may petition the 
Board for the elimiaation af the coot af anch plan frem the amonnt 
chargaahl' agaiast the ponaiaaihle gsneral wage ine r snat nnder GWR 
' to the extent that snrh coat was so charged 

Bar. fi. Jlcesew of this regniarsoa. Thia rngnlatioa will he re¬ 
viewed hy the Board in the light af experience herenader 

Adoptod nnanimoaaly hy the Wage Btahilixotion Board. Pehrnary 

n. iMB. 

Navnan P PnnatnaaR. 

rhatrsma. 
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APPENIMX B 


RETIREMENT BENEFITS AVAILABLE I’NDER SOCIAL 
SECI RITY ACT 

The President ugned the latest amendments to the Social Security 
Art into law on July 18, 1862. The terms of these amendments ^ramr 
vffeciiTe September I, 1862. The following are the beneits now 
available under the Art. 

Persons Drawing Beneflls L'nder Old l.,aw 
Benefits were increased for persona already on the retirement rolls 
in August 1862, and for persons who retire after August but who 
have not earned six quarters of coverage after I860. In computing 
the new benefits of this group, the following Conversion Table is used; 

TABLE I 

Moalhijr Beneflls (New Law) as Derised from (Pre-I9M) Old>Law 
Primary Beneflls and ('onsersion Table 



astirsd 

Wlirkvr 

WMdv 

WMi'W 

Mmiaaw 

wWil«r 


Wlf* W 

ov«r W 

whk 

Fsallr 

CN4 Lmw) 

1 N«« 

«r WUnv 

or 

Tvn rklMmi 

■ ■ ■ * 


Omm CftlU 

Omm CklM 



110 

126.00 

$.17.60 

$18.80 

$46.00 

$45.00 

16 

36.00 

61.20 

28.30 

61.20 

61.20 

20 

42.00 

M.80 

31.60 

60.80 

M.80 

26 

62.40 

78.00 

■18.30 

78 00 

78.00 

SO 

M.80 

81.20 

46.80 

111.20 

111.20 

36 

««.«! 

88.80 

.M).00 

133.30 

141.80 

40 

72.00 

108.00 

.'»4.00 

144.00 

188.80 

4S 

77.10 

116.70 

67.80 

LS4.40 

I08.K0 


Beaefiriaries I'ader 

“New Start** 

Formula 



A new formula is used to compute the monthly benefits of a person 
who retires with six quarters of coverage after I860. The primary 
benefit under this formula is equal to 66 percent of the firat 1100 of 
his average monthly wage, plus 16 percent of the next 1200. Only the 
average earnings after I860 are used in connection with this formula, 
ia compating the benefit 


TABLE 11 

y..;.;ni> Banefils Based oa New Formala 
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$IM 

$66M 

$MM 

$41.30 

$MHI 

$M0O 


60 00 

87.00 

43.M 

88.00 

80.00 

140 

8| M 

8I.M 

46.M 

IISM 

llSM 

|M • 

84.M 

88 M 

48.M 

120M 

ISOM 

IM 

87.00 

IM&O 

MM 

134.10 

I44.M 

2M 

70.M 

M- 00 

62M 

140.00 

IMM 

tin 

7LM 

107.30 

63.78 

I4SM 

180 H 


7$.M 

IHSO 

64 M 

140.10 

IMM 

230 

74JO 

HIM 

MM 

140.10 

IMM 

240 

76.M 

II4.M 

67M 

162.M 

IMM 

m 

TtM 

IIOM 

MM 


lOBM 


70.H 

IIOM 

MM 

IM.I0 

IMM 

270 

OSJO 

IMM 

M.40 
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APPENDIX C 

ANNI AL COST OF Bl'M^ET FOR AN ELDERLY COUPLE 


The table let forth below repreients the eitimated annual coit, 
for the dates and cities shown, of a budfet which, accordinr to the 
Bureau of Labor Statistics, is needed to maintain an elderl)r couple, 
livinr alone on their own resources, with “a level of living which 
provides the foods and services necessary to maintain health and allow 
normal participation in community life, in accordance with current 
American standards. . . . The level of livinf described is not luxurious 
but is sufficiently adequate to provide for more than the basic essen 
tials of consumption.” * 

The October 1950 costs, shown in the rifht-hand column, were 
developed and published by the Bureau of Labor Statistics. The 
February 1952 cost estimates, shown in the left-hand column, were 
derived by applying the subsequent increase in the B. L. S. Consumers’ 
Price Index, for each of the cities shown, to the October 1950 data. 


\BBBal Caat af Budget far aa Elderly ( aaple, October I9S9 
sad February 1952 


ctts 

Atlanta, Ga. 

I 18 M 

>1748 

Birmingham, Ala. 

1923 

1779 

Boston, Mass. 

19R9 

' w ni ' 

Chicago, lU. 

1934 

w > 

Cleveland, Ohio 

192R 

1805 

Detroit, Mich 

193fi 

> 1 - 

' 1 . ■ ■ . T' ' ■ 

1977 

■ ^ 

Los Angeles, Calif. 

2025 

1 

Milwaukee, Wis. 

2004 

1908 

New York, N. Y. 

Norfolk. Va. 

1891 

1782 

1904 

1774 

Philadelphia, Pa. 

1920 

I7BS 

Seattia, Wash 

1970 

1832 

Washington. D. C 

1975 

1883 


■vaWl S«lwat>a. Cast, OriaSsr 





Union 

and 

Employer 


Lime and 

Gyp*"® .p, 

Workers, ArL. 
and Alpha 
Portland 
Cement Co. 


Chemical 

Worker*,ArL 

and Blockaon 
Chemical Co. 


Cloctncal 
Worker*. AFL 
and National 
C^ortrical 
Contractor* 
Association 


Dactrical 
W'orkera, AFL 
Local S and 
Sew York 

Conlractera 

Association 


Al’l’EN 


SUMMARY 


EX AM PI ES OF EX 


Funding 

and 

Adminis¬ 

tration 

Trusteed 

through 

bank; 

employer 

administered. 


Financing 


Employer pays 
full cost of 

scheduled 

benefits 


Eligibility 

for Benefits 


Sormal: sge ^ 

16 years semce. Ke 
tirement compulsory 

after age 70. 

AgT w‘aVter 20 years 
•• 51 after 19 ^ 

" 62 after 18 

» 53 after IT ^ 

» 54 after 1« 


Company 

administered; 

insured-group 

annuity. 


Tripartite 

administered 

trust fm*^ 


Employer pays 
full cost of 

scheduled 

benefits. 


Employers i^y 
of payroll. 
Workers pay 
91 .IW per 
month 


mal: sFe W- 
ly: age •'th 
npany consent, 
ting: Full resting 
age 46 after 10 
are serrice: after 
__ rt* 


Normal: age W- 


BipartiU 

troat fund 


Employers pay 
4 % of payroll 
Worker* pay 
1*4 of wages 
only when 
pen»to*' 
benefit funds 
fall below 
92,000.000 


al: age «> ‘^ter 
ears union mem 
kip _ 

lility: no ag* r» 
ement: 10 year* 

III 
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i)i\ n 

ISTING AFL PENSION PLANS 


Benefit 

Formula 


lUuBtratetl monthly beneflti 
if Average Annual Pay wai: 

$2,000 $3,000 $5,000 
including Social Security of: 
$«5.00 $77.60 $85 00 


Normal pension: $2 per month per year of 
aervice from 16 to zo years, plus ■ per month 
for each year from 2« to 36. up to age 68. 
Does not include Social Security. 

If average annual earnings in 6 years before 
retirement exceeded $.1,600; ‘hen $1 per monl^ 
extra Is ailded if less than $3,800; $2 if $3,800 
to $4,000: and $3 if $4,000 and over 
Disability Pension: Ratio of years of service at 
date of diaability to total years of «••"»«" »* 
employment had continued to 66 applied to 
pension due at 66. Minimum $30 a month. 
Normal pension after 66 


After 20 years’ service 
$106 $117.60 $128.00 

After 30 years’ service 
$120 $132.50 $143.00 


Normal: I'« of average annual earnings per 
yt^T of service to 66. Exclusive of Social 
Security. 

Early: actuarially reduced pension. 


After 20 years’ 
$»8..^1 $127.60 

After 30 years’ 
$116 $162 60 


service 

$168.33 


service 

$210 


$.10 a month at W after » years nsemoersnjp. 
increasing to $60 a month at 66 after 30 years 
membership. Does not include Social Se- 


^assa mV years 

$96 $107.50 ' 

veara' service 
$127.60 $ISS 


Normal pensioa; if 60 to 66 yearn of age or 
but not eligiblo for International 
Union pen*ion- -$60 i»er month. Age 68 and 
over and eligible for International pension— 
$180 per month lass total amount raceiyed 
from International pensioa. Social Security 
or any other civilian governmental pension 
If pensioned after 1004: $160; after lOiO 
$170. Diaability: wm per month 


$160 $160 


$160 


I 
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AI*I*KM)IX 

SI MM ARY KXAMIM.KS OK KX 


I’liion 

and 

Kmployar 


Funding 



and 



.Adminia- 


KliKibility 

tration 

Kinancinr 

for Banaflta 


KIvrtriral 
Workrri, AFL 

and Niagara 

Mohawk Powar 
Corp, 


Company 

adminiatarad. 


Kmployar paya 
full coat of 
».hadulad 

banaflta. 


Normal: mgfr f>6 after 
16 year* aarrica, 
Diaability: No afa or 
rarrica requiramant 


Federal Labor 
I'nton No 
244>79 and 
Oaara and 
C ompany 


Company 
adminiatarad 
tn>«* fund. 


Kmployar paya 
full coat of 
—hadulad 
hrnaflta. 


Normal: a(a 66. 

Karly: a(a 60 aftar 16 
yaara aarrica. Katira 
mant compulaory at 
68 

^liability: mgr 60 aft¬ 
ar 16 year* 


la**l*“^ ''t 

Tripartita 


N-'rmal: mgr 66. ynl-rn 

M'orki-ra, A FL. 


pay 3 -. I 

rriambar for 11 yaara 

New York ! • 

Ji‘‘nt B«*A-“-i 
ar.il Emp'ojvr. 

;ri Saw Tcrk 

C.ty 

furl 

paTr:>lU 

-.rwf Ju-r 1, im, 
in omi ffooJ 

•landinf for laat 6 
yaara, aiwl ccrtinuju* 
ampli yirrSt for a 
rortnouti.i y ' . 

ar for la<t .6 yaai-. 
Diaabiiliy mgr 60, 

• ^r A t'r ••ni"* 

ftbrYvr 

Klinf 

• -irrany 

FmrL.tr pay 

Sorm?*' After 

Workrr«. A FI 



5 •rfY'zcP 

«*vd 



Com|>uiaory at 66 

Work- 



IniaMl.ly as* 60 


Haitara, < ap 

B-pari Isa K.*npl«;^i» 

AS mflrf 

and Millinary 

■.Immiatarad ' 

a • • •• 

W-rhaa«. AFL 

payraJli 


Faipara • 


iflrltMlmff l««t S or 

<T«tk ttai and 


mnrr j^r%. mmA 1 

■'ap Maa Aiaa . 


of •rr^^r# •tfferv 

Sad Haadwaar 


• i- 

Vaa Aaaa, 



ratfarm Maa 










ontinued 
Iftrixa AFI FEX 


Hfneflt 

^'ornluU 


^‘Os PL.ivs 


"’•'^y Social *e«* o*> hi^? 

*>«««bi|it,.\rl, , P*n*»oii; 

•ion tSfid ••rinul*. iritk 

•h'^re.ru.to ^- 

'forniaj; i. 5 .v . 

fi so fo* „ ; ’"""‘*1 •r»«.r »»ini- 

•■'""•I p«~i« 7^ •>».«». 

'*•1 aiwl ■ 

• "“»"«>• Iw. '"^.»^*ionr Flat 

» ^ 


yiu.,rated monthly 
'ncludinjr ^ 

B !«"«■ * 

• >07.60 -J 


After •»« 


^ ««t 13 oon 

thf i„, onnnal .anii,-. 

S'aT:'' 

-t.” » roT.. ,.4^ 

SrSrST"" ^ 

•• narrirT^ rr^SlI 513 ^ 

'J**^j** a^ IHf 


Aftor 

*'■" “■ .- ,.' 

Aftar 30 r- 

•loo 7 r 


•• Saciaj 





SLMMAKV KXAM.M.KS OF KX 


funding 

•nd 

Admin'*" finnncing 

trktion 

f. -■••• . . 


,dmin»*‘'** 

irunt f«n“ , 


EUfibility 
for Beneftt* 

Normnl- ^ic« 

•24 y**** _ 
the 46 nft 

'’ri4'?«V. .-r-ic. »' 

the induetfy- 

hernbip 


whe*«^* 

Pointer* nn** 




limured 


'. . .•«.•' 

eelfnre 


, ♦ berebiP 


Empi®y*n 
I'* 0 * 


niimrt't* . I'* 

ini*t p*yr«*i* 


1. oce «4 

mrnce iwl 

» y**^-^b»t*hip. 

union mem^ ^ ^t 

•f *® ^;!S^^membei 
•nd 1*"*^ 

•bip 


Sew 'Voro 







AIM'ENDiX 

SUMMARY EXAMI'I HS OF EX 


Union 

and 

Employer 

Fundinr 

and 

.Adminis¬ 

tration 

Financinr 

Theatrical Stare 
Employees, AFL, 
Motion Picture 
Machine Opera¬ 
tors l.,ocal 306 
and RKO, l>oews, 
and Independent 
theatre owners. 
New York City 

Bipartite 
administered 
trust fund. 

Employers 
pay 6% of 
straiKht time 
payroll. 

Teamsters, 

AFI. and Milk 
Industry Em¬ 
ployers, New 

York City 

Bipartite 
administered 
trust fund 

Employers 
pay 6c per 
strairht-time 
man-hour. 

Teamsters, 

AFI. and 

Peppard Seed 
Company 

Company 
administered. 
Insured— 
individual 
policies. 

Employer 
pays full cost 
of scheduled 
benefits. 

AFL. 

and Milk Indus 
try Employers. 

St. Louis. Mo. 

Bipartite 

administration. 

insured-deposit 

administration 

contract 

Employers 
pay ec per 
man-hour. 

Tobacco Worfc 
era. AFI.. and 
American 

M 

• oMpany 

Cowipany 

administered 

Employer 
pays full coot 
of achednied 
benefits 


EliKibility 
for Benenti 


Normal: mgr 60 after 
20 yean union mem- 
berihip. 

Disability: No mgr re¬ 
quirement, after 26 
years union member¬ 
ship. 


Normal; aire 66 after 
16 years .service. Re 
tirement compulsory 
at 70; at aice 68 after 
July 1. 1962. 

Disability: mgr 66 aft¬ 
er 16 years serrice. 

Normal: mgr 66 

Vesting: 

26'* after 6 years 

50'• ” 10 years 

76'i ** 16 years 

lOO'i “ 20 years 


Normal: are 66 after 
16 years of employ 
ment in the industry 
and IS years union 
membership in rood 
standi nr 

Disability: mgr 66, 
service same as 
above 

Normal: mgr 66 and 
IS years service 

Early: mgr 60 and IS 
years service, with 
company consent 

Disability: na mgr re¬ 
quirement. IS yaars 
service. 

Vestinr: full veatinr 
at are iO and SO 
years aerviee. 




I)—Continued 

ISTIX; AFI. I'KNSKIN PLANS 


IlluttratfKl monthly beneflt* 
if Average Annual Pay wan: 

B«neflt $2,000 $3,000 $S,000 

Formula includint; Social Security of: 

$66.00 $77.60 $86.00 


Normal and dmability peniion; $30 per week, $196 207.60 $216 

excluiiee of Social Security. 


Normal: $2 per month for each year of serrice After 20 yean' sereice 
from 16 to 26, excluaire of Social Security. $106 $117.60 $126 

Disability. $6U per month. 

After 30 years serrice 
$116 $127.60 $136 


Normal: *4'.* of hichest basic monthly pay 
prior to 6 years before retirement, par year 
of serrice to 66. Exciusire of Social Security. 

Death Benefit: $1,000 for each $10 of monthly 
pension. 

Pension paid for 10 years certain and life 
thereafter; paid to surriror in case of pen¬ 
sioner’s death before end of 10 year period 


After 20 years' serrice 
$90 $116 $147.60 

After 30 years' serrice 
$102.60 $133.76 $178.76 


Flat rate of $130.67 after 26 years, reduced 
for years of serrice less than 26, according 
to schedule, to $78.34 after 16 years of serrice 
on retirement. Includes primary Social Se¬ 
curity. 


After 20 years' serrice 
$104 48 $104.46 $104.48 

After 26 year>’ serrice 
$130.57 $1.30.67 $130 67 


Normal: 2'' of arerace annual eamincs below 
$6,000, for each year of serrice up to 26 years 
Includes one-half of primary Social Security 
Disability: formula saaie as for normal pen 
sion, but no Social Security deduction from 
pension until ace 85 


After 20 years' serrice 
$99.17 $138.76 $209.17 

After 26 or more years 
$116.83 $183 76 $260 83 
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SEI.EfTKU REEKHKN( ES FOR FI KTHKK STl DY 
Pakrr. Helen. Rtttrtmrnt I’rocfflurf i I'ntirr Comiiultory 

■' ' }»ltcu%. Research Report .Series: No. H6; Industrial 

Relations Section. Hepartment of Rconomics, Princeton Univer¬ 
sity, Princeton N. J. l'.«62. t>6 paices. Price: 12.00. 

Case studies based on surveys of actual experience in operation 
of both compulsory and voluntary retirement procedures under 
pension plans of fourteen representative companies in six major 
industries. 

Bankers Trust Company. 4 Stuity nf IHduttrinl llrtu i im Ht I'Umt, 
tPiO Editwtk. !• Wall Street, New Y’ork IS, N. Y’. IIP p. Free. 

A useful and informative study of industrial retirement plans 
established or amended in the p<‘riod of IP4M, IU49 and the early 
months of IPSO. Describes and analysis the provisions of 217 
plans, mostly of the employer unilateral type, covering a wide 
variety of different industries and types of companies. The short 
section on nevotiated plans is very weak and unrepresentative, 
beiav confined larrely to a few plans of the steel and auto type. 
Boyce, Carroll. How to f’/ua fVasioiu. .New Y’ork. .Mcdraw-Hill. 
IPSO. 47P p. Price: $5.00. 

Deals with the technical, administrative and collective barKaininit 
aspects of pensions. Primarily from the manapement point of 
view, but contains a pood bit of material of value to unions 
Written in clear and readable lanKuape for the layman. Appen¬ 
dix contains useful tables fur approximating pension costs. 
Bureau of National Affairs. Hmndbooi: fur f'cnsioM f'lonniMp. Wash- 
inrton, D. C. 1P4P. rida p. $5.00. 

Contains chapters on the tax, lepal, coat and pnancinp aspects of 
pension olana. by a suiaUi vf auuwrities in these fields. A 
chapter on 'BarpaininK for Pensions" by the KNA editorial staff. 
Bureau of National Affairs. Srgmimird Prmtmm /*fons. YY ashlnptun, 
D. C. December 1P4P. 248 p. $3.00 

Contains a summary and romnlete texts of $0 pension apreements. 
ifaa aad ffia Fsora. An Account of the First .National Conference on 
Afinp, sponM red by the Federal Security Apency. Health Publi¬ 
cations InatituU. lac.. Ralciah. North Carolina. 1P61. 311 p. 

$.3.25 cloth. $1.75 paper. 

(siveo a summary account of the discussions, findinirs and ncom 
mendatioas of the conference on problems of the a«inir, held in 
W'aahinrtoei la Aupust of 1P50. Covers such topics a* lacomc 
maintenaace: employment, employability, and rehabilitation; hotis 
inv; recreation, eU Provides valuable material on the broader 
r-nosaa of the retirement problem 

National Induotrial Coaferenee Board, //osdbo-t os fVo' Studi>-s 
ia Peraonnel Policy .No. 103. 247 Park Armue, .New York 17. 

New York. INO. 1«4 p. $$.0<i. 

f onto.as the reanpiHe texts of 22 aepotiated plans plus a number 
of different typao of penaion contract clausea 
New York State Department of Labor. i ulti rfir# fe Borgm,m.d p, . 
esos f*(oM ... V . 4 Simit. J.ito toil Pubtiralion Nu R-4» 
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Pension Plans Under Collective Barcaininc. 


Division of RcM-arrh and Statiatirs, 80 (Vntre Strwt. Nvw York 
l.{. N. Y. 100 p. Krw. 

Every union offirial conaiderinif the neirotiation of a retirement 
plan should obtain a copy of this study. It provides what is prob 
ably the most detailed, instructive and up-to-date analysis of the 
laricest number and variety of union-manair* ment pension plans 
that is now available, arrantred in a particularly convenient form 
The study outlines the terms of ;20H neirntiated pension plans in 
existence in the State of .New York. The first part cives a 
iceneral statistical summary, and the sis-ond consists of a tabular 
break down of the major provisions of each individual plan 
D’Seill, Huich. .Ifodn M I'rm»wn 1‘lnni, I'rimriplrt mud /’racficca. 
.New York. Prentice-Hall, Inc. 1947. p. $5.00. 

One of the best books available for anyone interesteil in makinir 
a more thorouch study of the technical side of retirement plans 
Discusaes all the various ancles, in some detail and in terms 
which are relatively intellicible to the layman, (iood for refer 
ence purposaa or for the amateur actuary, as the appendix 
contains complete mortality and precomputed interest tables 
Sos-ial Security Administration. Division of Research and Statistiea, 
rk'rr Empfiiyx iunrpi f-ioss in tkr I’rtmirmm /fr/faiap 
/ Bureau .Memorandum No 70; Washincton. D. C'.; 1951. 

^04 pares. 

flocial Security Administration. Division of Research and .Statistics, 
ViHi-r/ffT E.-n/It nraf /*/ntts IS fkr Airfrmm* fmduatr^. 

Bureau .Memorandum No. 71: WashiRctoa. D C., 1951. 5,7 paces 
Social Security Administration, Division of Research and Statistics. 
Empiitfr’ Hi If l(t Plaits in the Elrefrir aaW llmt f’lt/ifiis Imdmm 
tries. Bureau of .Memorandum .No 77; M'aahincton. D. I', 195i 

150 paces 

The three volumes listad above present detailetl descriptioaa and 
analyses of the benefit provisions of a larce number of paaaion 
plaaa. as well as health inaurann- plans, now la operation la the 
spec fWd industries 

Stranr. Jay V Smptnprr HrmrU /'fans m Uprrmtmu. Bureau of 
Natsaaal Affairs. M'anhincton, D (' 1951. 448 p 

(^>weea “haalth and walfarv** plana as well as peasma plans Has 
a chapter na "t ollectlve Barcaininc on M'elfare Prwrcaats. 
Appsadix castaias a statiatseal sarvey of the provisions of 5.77 
pramoa plaaa as they existed in 1948 aad early t 
I' S Itepartmsat nf Labor. Bareau of Lahnr Statistu s < »,7ei-r*rr 
Hmrfmtn ap P"'>isteits: Hrmllk, /nen.uner end /‘msioea. Bulletin 
M l 7 Waahiartaa, D i 

Saaiple eaatraet elauses aad eaiaphte texts of a number of pea 

f • n • r • • 

L*. S Dapartiaeal of Labar. Boteau of Labor .tltatislirs KmpUp€r- 
Pinna andee f itUrettr* Barpatatec Mid Ivdci BaUetio 
IVtt. WaahtM*a. U i IMI 7 p^aa 

Sato forth the a n ■an as a slaUaUcal aarvoy of the exvsaK. aature 

aad eaeasara af panasan aad haaHb laaaraiN* piano in aaiaa 

VrwfWs»*s as * - 






LAUNDRY & LINEN SUPPLY DRIVERS 

LOCAL UNION No. 181 loca^^adhIjN file 

19 WEST McMiCKEN AVENUE 

CINCINNATI IS. ONIO 
fHONt CHERRY 4127 


July 3. 1953 


■r. Praah Tobin 

Reaearrb aad Statlatlcal Dept. 

Intaraatioaal Brotherhood of Teaaatera 
438 Bowea Bldg. 

Wnahlagtoa. D.C. 

Dear Mr. Tobla: 

Oa Marrh 5, 1953 we wrote you aaklng for any iafor- 
Mtloa you Bight hare oa a type of pension plan to 
be uaed ia our next aegotlatlona. However, to the 
data of thia writiag we have heard nothing from you. 

We realiae that at the tlae we sent in our request 
the Intaraatioaal was la the procesa of aoviag and 
our lettar Bay have been aiaplaced. 

Any iaforBation you any be able to give us on a practi¬ 
cal peaaloa plaa for our drivera would be gratefully 
appreciated aad we thanh you for thia favor and coopera¬ 
tion . 


Prateraally youra, 

LAUNDRT k LINBN SUPPLY 
DR ITERS UNION, ^LOCAL #18] 

) / / 

W. L. MEREDITH 
Preaident 

WLM OD 


T 1 






N SUPPLY DRIVERS 


ION No. 18 1 

iCKEN AVENUE 

ATI It. OHIO 
CHIIIV 4121 


5. 1953 


ept. 

of Tennsters 


egottatlon of some type of 
SRe agreement and would 
appreciate your help In our search for the most practi¬ 
cal plan. If you have In your files a working pension 
plan particularly for the laundry Industry, we might 
then be able to compare it with one plan that has been 
presented to us by one of our local Insurance companies 


Any a'«slstanre you may be able to give us In this respect 
would be gratelv appreciated. 

■hanking you for your co-operation and favor, we remain 


Yours fraternally, 
lAUNTRY L LINEN SUPPLY 
DHIVEHS IfNION, LD^'.L #181 


WLM:Ot) 


w. L.'^ MEREDITH 
iTesldent 



JUNK 13, 1953 


Jharlea J. Spar.Oiir It A*«ociat«s, Inc. 
L76 Jackaoo B]vd. 

^.icafo 4, Ulinoia 


Ganllatnao: 


1'e: 



m 3t‘carity Fl^na 


:h L)«p«rtm«r.t h&^ not 

irhlVa w« hav« «n«l]r*«d dl 


/t th« praaant Hmo. 
baan davalopad to At point' 
of our ofraamauta a', i i: a, Ukoiraiora 0 • J.30 IB . b L 

aow for ua to aoaJti)^ quaatifpaa which fou hava diractad 
to thia offlc a w »>«.i «bkovA 

Your bau naathod fur aecuriof auch data would be to 
contact Ha local ualona individually. We will, howevar, 
within t^ naxt faw^aiontha develop our depertment here 
•o that at^ ^ia l^ |6ianatlon will be available. 


Youre very truly. 


Oevid Kaplan, 

OK;aw Director of Reaearch 




* 



7 , 

^eotiok, 


J°>«- plan In 
®PPPlenenta 


Send 

aary? 


correctIona 


















Mr. Fred A. Tobin, -secretary 
Rotira'-.ant and Family Protaction Plan 
Intarnational Brotharhood of Taaniatara 
43*' Bowan Building 
Washington, D. C. 

' * 

Par^r *^!r and Br.'»thcr; ' 

V 

! hava gone ovar the coraaaj^ci.danca and Separation 
Commutation in tha eaea m£ l^argarat V. Carrig and 
find it to ba in ordar. ^ i# a.y laggaation that 
Truitaa Cngliah' pradaad aith arran^amants with 
ra -ard to ■. nvr ant. 

-ratcrn?llv yDuri, 

OB:aw 

a 





